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BANK EXAMINATIONS AND BANK DIRECTORS. 


With every public revelation of a fraud in banking, the newspaper 
press criticises sharply the present method of bank examinations. 
It doubtless echoes the views entertained by many persons. Bank 
examiners are employed for a specific purpose, and it is popularly 
supposed, therefore, that if competent and watchful, they will at 
all times guard the institutions entrusted to their oversight against 
wrong doing. | 

Again and again have banks failed, and the inadequacy of bank 
examinations to guard against fraud has been clearly shown. Not- 
withstanding this well-known fact, many yet adhere to the opinion 
that the failures grow out of the imperfect work of the examiner, 
and might be prevented if he were the man fitted for his place. 
Now if people thought a little more closely before pronouncing 
their criticisms, they might be led to conclude that the long 
list of failed banks proves that examinations, however wéll con- 
ducted, are not a complete protection against wrong-doing. This 
would be a much wiser conclusion than that bank examiners are in- 
competent and unfit for their place. The truth is precisely this: 
Bank examinations, however ably conducted, are at best imperfect, 
and must necessarily be so. This imperfection grows out of the in- 
herent difficulty of the business. Several years ago the directors of 
one of the large banks in New York City determined to examine 
the institution themselves. So much had been said concerning the 
careless and indifferent methods practiced by bank examiners that on 
this occasion the bank directors determined that for once they would 
make a thorough examination on their own private account. The 
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president told them that he thought it would be an interesting thing 
for them to do. The novelty of the undertaking he was sure 
would render it enjoyable. They asked him where to begin, and he 
suggested that perhaps it might be well first to count the cash, 
a work requiring considerable time, but not difficult. The next step 
suggested by him was an examination of the paper held by the 
bank. The third step he suggested should consist of an examina- 
tion of the ledgers. There was a series of them to examine, and 
some of the accounts were lengthy. After looking into these for a 
time, the bank directors awoke to a pretty clear realization of the 
magnitude of their undertaking. It was much larger than they at 
first supposed. In truth, to have examined that bank thoroughly, 
weeks of time would have been required. After this experience 
they learned what a bank examination meant. The truth is, if 
banks were examired thoroughly, an examiner would be needed for 
almost every bank; certainly for every one conducting a large busi- 
ness. Many banks themselves conduct examinations from time to 
_time. Men are shifted from place to place whenever possible, and 
all the guards which long experience can devise are employed to 
prevent frauds. Every new device and guard against them is hailed 
with pleasure by the banking community, and nothing is further 
from the truth than to suppose that every well-conducted bank 
is opposed to efficient examination. They make them whenever 
they can. They also invite examination from outside. They well 
understand that by inviting examination, and conducting it honestly, 
the higher will be their standing. It is true that here and there 
a bank is opposed to examination, not so much, however, from un- 
willingness to have its affairs known, as from lack of confidence in 
the worth of examinations. 

What, then, is the use of continuing bank examinations by the 
Government ? Simply this, that in making them, even if not extend- 
ing to every detail, errors may be found if they have been com- 
mitted. Those employed in banks knowing these things are prob- 
ably led to do their work with greater care than they would if 
examinations were unknown. If there be anything wrong in the 
management of the bank, an examiner is just as likely to detect it 
as otherwise; hence he performs a real service to the community. 
It is true that frauds are committed. His eyes may be blinded, 
and the bank officials prove too sharp for him, but let it be re- 
membered that while this is sometimes the case, he has served a 
good purpose in checking more than one fraud. In many cases the 
fraud would have become much worse except for his detecting it at 
the time he did. 

With regard to private examinations, these may prove inadequate 
like public ones. When, therefore, the plea is occasionally raised 
for abolishing public examiners, and requiring depositors and stock- 
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holders to look out for themselves, what is the answer? That the 
persons most directly concerned in banks would probably be fooled 
and cheated just as they are now. In some cases private examina- 
tions might prove more effective. But the probability is, that on 
the whole, they would be no more efficient than public examina- 
tions. Banking is a business of confidence, and somewhere this 
element must reside. There is no method of eliminating it, ex- 
cept by abolishing the banks themselves. If these institutions are 
to exist, persons must be trusted. and if they are, now and then 
one is likely to prove recreant. This has been the past his- 
tory of banking and will be its future history until the millennial age. 

It is often said, when defalcations occur, like that of the First 
National Bank of New Brunswick, for example, if directors per- 
formed their duties, failures and frauds would be unknown. But 
such criticisms on bank management have their origin mainly in ig- 
norance of the business. A bank, like every other institution, to be 
well managed, must be a one-man power. A bank managed by its 
directors, unless it were a small one, would not probably be very - 
successful. The president of a New York City bank once told the. 
writer, several years ago, that his bank had never lost but three 
pieces of paper, which were discounted by the board during his 
absence. His practice was to discount all the paper himself, and 
the board merely ratified his action. The bank under his manage- 
ment was remarkably successful. The same thing is true of pretty 
nearly all successful banks. One man must be at the helm. The 
business must rest on his shoulders, and the responsibility be un- 
divided. He must study the character of the dealers of the bank; 
he, if any one, should know to whom money can be safely lent. 
To remove this power from him, and entrust it to a board of di- 
rectors would be a dangerous thing. Directors do not conduct suc- 
cessful banks. They cannot conduct them, and if they attempted to 
do so, the probability is that the success of their institutions would 
be less marked. 

But they can do one thing. They can watch the conduct of 
their president or manager. They can, without much difficulty, 
find out whether he is devoting his chief energies to his bank or 
to outside undertakings. They can find out whether he is specu- 
lating in Wall Street or not, whether he is at the head of a syndi- 
cate for building railroads or developing mines or other enter- 
prises. Now when a board finds out that the president of their 
institution is thus engaged, they have a very plain duty to per- 
form, namely, to demand his resignation. If the president of a 
bank has larger interests outside than inside, except in cases where 
he is nominally the president, nothing is plainer than that the in- 
terests of the bank are likely to suffer. No bank should have a 
speculative president or cashier. They are dangerous persons to 
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have around. If they choose to make money in Wall Street well 
and good, but they should have no part nor lot in the management 
of a bank while engaged in such risky money-making or money- 
losing business. : 

This plain and obvious duty has been sometimes overlooked. Di- 
rectors have known that their chief was speculating, was heavily 
interested in syndicates, was absent a good deal from his bank, and 
showed in many ways that his mind and interests were elsewhere. 
The directors of the Metropolitan National Bank knew perfectly 
well what Mr. Seney was doing for several years before the collapse. 
The same thing is true with respect to other derelict bank presi- 
dents. In these cases the directors have been plainly derelict in not 
demanding the resignation of such officers, and putting men of a 
different type in their place. 

This is the chief duty of a board of directors—to elect compe- 
tent officers for the management of their bank, and to watch over 
their conduct, and to see that at all times they devote their chief 
energies to the business. When bank managers are not faithfully per- 
forming their duties, and are speculating or largely engaged in out- 
side enterprises the directors should speedily intervene. A president 
or cashier should understand that if he determines to engage in 
other business than that of the bank, his resignation will be ex- 
pected of him. If this course were faithfully pursued by bank 
directors, speculations by bank officials would diminish, and defal- 
cations would be less frequent. They would prove more valuable 
and efficient officers, and the business of .banking in every way 
would be better conserved. 

Growth in confidence is one of the shining proofs of the moral 
progress made by the world. In ancient times there were no banks 
and no public debts, for men were lacking in the faith necessary 
to create these things. Money was loaned to some extent, but the 
high rates of interest paid were the unmistakable moral gauge set 
by lenders. When one considers the enormous mass of credit trans- 
actions of our day, and the small number comparatively unfulfilled, 
there is more reason for regarding the nature of man hopefully 
than for sorrowing or despairing over it. Banking institutions are 
the highest outcome of faith in men in business matters, and neither 
recent nor older experience justifies the sweeping view of moral 
crookedness among banking officials, which some persons seem to 
delight in exhibiting. Happily, their performance is largely of the 
magic lantern kind. When faith in men with respect to business 
is considered in its broadest and clearest light it will be seen that 
of all classes bankers have the least abused the trust reposed in 
them. When we consider the thousands of business failures which 
occur annually, and how many of them are permeated in varying 
degree with dishonesty, the accusers of bank offenders should be 
more temperate in their judgments. 
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EDUCATION OF BANKERS. 


We propose to touch briefly on a delicate, yet important subject. 
Those who are engaged in business suppose, of course, they under- 
stand it, and yet, as we all know, incompetent men are numer- 
ous, and this is quite as true of men in the banking business as in 
any other. A man having been successful as a merchant or a 
manufacturer, determines to organize and manage a bank. The 
business appears to be a very simple one—collecting and lending 
money. No great amount of skill would seem to be required. The 
business looks so simple that a great many have engaged in it, 
who, sooner or later, have learned that it was a very different 
thing from what they had imagined. Life in general is a surprise 
to us. The future is always unknown, covered, hidden. Even in 
the most familiar business, surprises are in store for the far-sighted. 
The banker has had his failures. When setting out in that pursuit 
he had a very dim conception of the dangers and perils in the way. 
He beheld a smooth surface, but did not see the rocks under- 
neath. It may be well for us if every rock is not exposed to the 
eye; if it were, we might not dare pursue any task whatever. But 
if we knew where more of them were, we might guard ourselves 
better against dangers and _ failures. 

By way. of illustrating the unfamiliarity of men with banking 
business, we may refer to the experience of those who have con- 
ducted the BANKER’S MAGAZINE from year to year. From the be- 
ginning, inquiries have been invited from our readers. We have 
always been pleased to receive them, and have always tried to an- 
swer them in a careful manner. We have received many, how- 
ever, which have not been published, that never would have 
been made by persons having much experience in the business 
of banking. It would not be fair to say they arose always from 
ignorance. But there are many successful bankers who, ‘after all, 
have not the knowledge of their business which they ought to 
have. Our country has been a marvel to the world for the last 
hundred years in the way of enabling men to make fortunes through 
luck or accident. It has been so rich in natural resources that 
many men without much knowledge or experience have suddenly 
reaped enormous fortunes. Their success has led them to take very 
erroneous views concerning business. They have thought that their 
success justified others in embarking in the same business, and pos- 
Sessing no better pecuniary or mental outfit than their own. Some 
of them have been very successful as bankers, without much train- 














































Sa 


oS Se 


! 





sae. 


_ 
AT Me TS RON oo TE A 
eo. > an — 







a 


=: 


FET ee 
Tn 0b 


Cowes Funes 


we = a oe 


22 See SS 
i Pn 


a ee Rr TARRY 2 


BREST FS 
f 
' 


246 THE BANKER’S MAGAZINE. [ October, 






ing in the business. So they think that almost anyone can be a 
banker like themselves. 

Now, this way of looking at the subject is quite wrong. What- 
ever may be said concerning the fortunes made in this country dur- 
ing the last hundred years, one thing is clear, that competition has 
become sharp in all kinds of business. Greater prudence and sagac- 
ity will be demanded of men in order to make corresponding gains 
in the future. The gold that grew on bushes has pretty nearly all 
been shaken off, and, to get more, the bushes must be cultivated; 
but this is a very different business from simple gold-picking. We 
could give the names of several banks which were started by men 
who had been very successful in other kinds of business, but who 
proved inferior bankers. They saved their institutions from bank- 
ruptcy by recognizing their lack of banking knowledge, and getting 
other persons to aid them who possessed the requisite skill and ex- 
perience. 

The time has come for bankers to consider the need of providing 
a better banking education for those who are engaged, or who pro- 
pose to engage, in the business. Mr. Odell, of ‘Chicago, read a timely 
paper on this subject at the last meeting of the Bankers’ Associa- 
tion. He gave some accounts of the methods pursued in Great 
Britain in educating the banking classes. In London and in Edin- 
burgh, for several years, courses of study had been prescribed, and 
examinations held for those who wished to acquire a more thorough 
knowledge and fitness for the banking business. We have received 
regularly copies of these examination papers. The papers are full 
of interest, and we wish they might be seen by a larger number. 
Mr. Gage, in his inaugural address at the last Bankers’ Convention, 
uttered some words on this subject, which, grounded on his long 
and rich experience as a banker, possess deep significance. 

Some persons maintain that the way to make a banker of a man 
is to put him into a bank. This is a ready answer, but in our 
judgment it is not the best one. It was formerly said, when you 
wish to make a mining engineer of a young man, put him in a 
mine; yet it has been clearly proved that a mining engineer, who has 
had the ‘discipline and knowledge acquired in a good mining school, 
becomes a better mining engineer than the one who has had no such 
training. A school does not produce a mining engineer, but the 
persons who acquire this preliminary education become more skill- 
ful than other persons. Mental discipline is a real thing. It pos- 
sesses a great value, and this can be acquired in a mining school 
in a larger ‘degree than in a mine. And the same is true with re- 
spect to a banker. No course of education can make a full-fledged 
banker or- doctor, but a course of education carefully framed may 
serve a highly useful purpose in the way of strengthening the 
mind, of giving one a more complete command of his powers, of 
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furnishing him with a larger mental and moral equipment, thus 
fitting him to attain success more surely than if he had no such 
education. If this view be correct, the question may be asked 
whether the bankers of this country should not seek to vitalize 
the ideas advanced by Mr. Gage and Mr. Odell and others who 
have studied the subject. We believe the time has come for in- 
augurating a movement in this direction. It is just as practicable 
for us in this country to prescribe a course of study, and hold ex- 
aminations, as for the bankers in the old world. Nay, more, in the 
larger cities especially it is neither impossible nor impracticable to 
form classes, and to get competent persons to direct the studies pre- 
scribed. We are quite sure that if this were done, the results 
would soon be manifest in all the departments of a bank. Simple, 
in some respects, as the business of banking is, it may be improved, 
and this would be done if a higher degree of intelligence were em- 
ployed, Bankers can do a good work in preparing a way for this 
higher education at little cost, and with a bright prospect of a rich 
return. 
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A SOUND PAPER CURRENCY. 


My attention having been directed to an interesting paper on 
“The Banking and Currency System in its Relation to the Busi- 
ness of the Country,” which was furnished by the Hon. Hugh 
McCulloch to the Bankers’ Convention at Saratoga, I request per- 
mission to submit some observations on an important branch of 
the subject, and also on a notice in the September number of the 
BANKER’S MAGAZINE of a recent publication of some papers of the 
late Professor Jevons. Mr. McCulloch has, in his paper, discussed 
the question “Of what shall the paper currency consist?” and he 
holds that “there can be no credit reliable enough for the basis 
of a National paper currency, except the National credit.” He 
would evidently prefer the National bank currency secured by the 
deposit of United States bonds, but he apprehends, and apparently 
with just cause, that the banks “will soon be deprived of these 
bonds.” What, then, is to be the basis of the currency in future? 
Mr. McCulloch is opposed to the resumption of State bank issues, 
and he moreover admits that “the existing legal-tender notes are 
popular with the people.” He fears, nevertheless, that in the event 
of the abandonment by the National banks of their present issues, 
“there would be an irresistible demand for further, if not unlimited, 
issues.” The consequence would be an inflated currency, and, to 
use the language of the paper, “a period of hollow and seductive 
prosperity, to be followed by widespread disaster.” 
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Mr. McCulloch, by way of warning, points out that “other nations 
have resorted to Government notes when bankrupted by war or ex- 
travagance,” and the main object of his paper appears to be to 
establish the necessity of making some kind of provision for the 
continuance of the National bank circulation. Concurring, as I do, 
in McCulloch’s opinion, that the true basis of a National paper 
currency is the National credit, and an adequate reserve of coin to 
secure convertibility on demand, I wholly fail to realize the force 
of his objection to the existing legal-tender notes. Surely it will 
not be argued that Congress cannot prevent unlimited issues, and 
especially with such a precedent as Sir Robert Peel’s Act of 1844, 
which, after forty years’ experience, is held by the highest authority 
to have provided a National currency which is almost universally 
acknowledged to be free from objection. 

I have often had occasion to notice the prevalence of misconcep- 
tion on the part of United States writers on the subject of the 
Bank of England notes. The object of the Bank Act of 1844 was 
to effect a complete separation between the issue and banking de- 
partments of the Bank of England, and to prescribe such rules for 
the former as to make it practically a Government bank of issue. 
It surely will not be denied that a bank whose issues are based on 
Government securities and coin and bullion, and which are regu- 
lated by Act of Parliament, is practically a Government bank. Why, 
then, I would ask, should Mr. McCulloch be apprehensive of “ un- 
limited issues”? Surely Congress can prescribe regulations that 
will effectually prevent over-issues as easily as the Parliament of the 
United Kingdom has done. 

It is now a little over ten years since the late Mr. J. E. Williams, 
President of the Metropolitan National Bank, advocated, in a letter 
addressed to the Hon. Mr. Sherman, Secretary of the Treasury, the 
assumption by the United States of the sole issue of a paper cur- 
rency. Towards the conclusion of that letter Mr. Williams made 
the following remarks: “This principle is recognized and acted 
upon by the Bank of England. That institution has cut off the 
issue from the discount department almost as completely as if it 
were another corporation. Why should not we imitate England’s 
example, but improve upon it by giving to our forty-three millions 
of inhabitants a// the profits to be derived from a circulation 
throughout our country, instead of sharing it with 2,000 banks, es- 
timated to have some three hundred thousand stockholders?” Mr. 
Williams was mistaken in supposing that the Bank of England had 
“cut off the issue.” It was Parliament which, on the advice of 
the Prime Minister, availed itself of the termination of the Bank 
Charter to impose new conditions, and with reference to “all the 
profits,” Mr. Williams was probably unaware that the bank is paid 
a specific annual sum to cover its expenses, which is probably no 
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more than would be the cost to the Government if it made the 
issue through its own officers. Concurring, as I did, in Mr. Wil- 
liams’ opinion as to the importance of a strictly Government issue, 
the profits on which would be derived by the nation, I ventured 
to criticise some of the details of his scheme, which he was good 
enough to make the subject of a letter addressed to me on the 
twenty-sixth of March, 1875. One of the points on which we dif- 
fered has since been completely set at rest, as Mr. McCulloch ad- 
mits in his paper. Mr. Williams had not contemplated in his first 
letter that the Government notes should be a legal tender, as are 
those of the Bank of England everywhere in England, except at 
the head office. I pointed out the importance of making the United 
States notes a legal tender, except at the office of redemption in 
New York. Mr. Williams, in his reply, stated, “ The fact is, I first 
wrote legal tenders, but, on reflection, altered that to coin notes.” 
His reason was the popular prejudice against legal-tender notes, 
and “the conflicting decisions of the United States Supreme Court 
as to the constitutional right of Congress to create such legal ten- 
der.” I attach more importance to the notes being legal tender 
than Mr. Williams appears from his letter to have done. He relied 
on the fact that coin notes payable in New York would be worth 
more than par in every part of the country, but while admitting 
the correctness of that opinion, I contend that banks which are 
liable to be called on for deposits, payable on demand, must hold 
legal-tender reserves, and would therefore be compelled to keep 
those reserves in coin if the United States notes were not a legal 
tender. Mr. McCulloch admits that there is no longer any appre- 
hension that the Supreme Court may decide against the authoriza- 
tion of legal tenders by Congress. 

The other point on which I differed with Mr. Williams was as 
to the conditions of issue. I feel assured that the Bank of Eng- 
land system is the safest and best. Mr. Williams, although an ad- 
vocate for convertibility, was inclined, I thought, to maintain too 
small a coin reserve. Estimating the circulation at eight hundred 
millions, he proposed a coin reserve of one hundred and fifty mil- 
lions. I thought that four hundred millions was as much as it 
was desirable to issue on securities, and that all beyond that should 
be on the basis of coin, the former amount to be fixed, and the 
coin and notes to be automatically exchanged for one another at 
the head office in New York, as public requirements should dictate. 
I thoroughly believe in the Bank of England system, with certain 
improvements not inconsistent with the principle on which its issues 
are based, but which are not applicable to the United States. Mr. 
Williams seemed to me apprehensive of keeping too large an amount 
of coin lying idle, while I am strongly of opinion that it is better, 
in times of prosperity, to have large reserves which might certainly 
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be. utilized at periods of commercial embarrassment in England, and 
probably likewise in the United States. Without, therefore, presum- 
ing to name the precise amount that it would be perfectly safe to 
issue On securities, consisting solely of bonds of the United States, 
or the liability of the nation, I maintain simply that there should 
be a coin reserve adequate to meet all possible contingencies. It 
would be desirable, if practicable, to compensate the National banks 
for the loss of their circulation, which, of course, has become much 
less profitable since the reduction of the interest on the National debt. 
All bank taxes should certainly be abolished, and as some National 
banks have voluntarily abandoned their circulation it is probable 
that some satisfactory arrangement could be made. 

The reference in the paper entitled “Financial Facts and 
Opinions” to a paper of the late Professor Jevons, advocating the 
issue of £1 notes of the Bank of England, induces me to offer 
some remarks on the comments thereon of the writer of the article 
in the BANKER’S MAGAZINE. I noticed with satisfaction that Pro- 
fessor Jevons was favorable to the issue of £1 notes “on the former 
basis of the Bank Charter Act of 1844.” I admit that it would be 
quite safe, with such an issue, to increase the amount of the issues 
on securities, but I contend that it would be sound policy to in- 
crease the gold reserve in the issue department, so as at all times 
to be prepared to assist the commercial classes during a crisis, in 
a mode that I shall point out, specially applicable to the United 
Kingdom. In the year 1876 I contributed a paper on “Currency and 
Banking” to the Manchester Statistical Society, having been en- 
couraged to do so by Professor Jevons, through whom I sent the 
paper, which met his approbation. I argued in favor of the /1 
issue as a means of increasing the gold reserve in the issue de- 
partment, so as to justify Parliament in authorizing that department 
to make a loan not exceeding ten millions sterling to the banking 
department, on Government securities, ‘and when the rate of interest 
was not less than a given rate, fixed by me in the paper at seven 
to eight per cent., but which I would now reduce to six per cent. 
The object was to prevent the necessity of resorting hereafter to 
those suspensions of the Bank Charter, which are objectionable in 
principle, and which have always been postponed until the Bank of 
Discount was on the verge of suspension. It is a peculiarity of the 
English system that the commercial classes are, in times of crises, 
obliged to rely mainly on the Bank of England, which has never 
been backward in affording all the assistance in its power, so that 
its ordinary reserve has been reduced to an amount so small that 
it was literally at the mercy of its depositors. Even under the 
present law the issue department has, on the various occasions 
when the existing regulations were suspended, been enabled to ren- 
der to the banking department all the aid which it required; but I 
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hold that it would be more desirable to strengthen the gold reserve 
in the issue department, and to empower it to make loans to the 
banking department on the securities of the nation, when the rate 
of interest reached a prescribed rate, and with the further condition 
that the reserve of the banking department should never fall below 
a stated amount, unless the minimum rate of interest were raised 
to that prescribed as a condition of the loan. Such a provision was 
intended to guard against the Bank of Discount allowing its re- 
serves to fall too low, owing to its reliance on being able to borrow 
from the Bank of Issue. Such is a brief statement of my contribu- 
tion in 1876, which I have reason to believe met the approval of 
Professor Jevons, and which will enable the writer of “ Financial 
Facts and Opinions” to estimate the importance of increasing the 
gold reserve in the Bank of Issue by the substitution of £1 notes 
for the large amount of gold in the hands of the public. I ven- 
ture to think that the soundest paper currency which can be de- 
vised is one which is based on the principle of the English Act 
of 1844, and which was enunciated by Mr. Lowe, the present Lord 
Sherbrooke, when Chancellor of the Exchequer in 1872, in the fol- 
lowing words, with which I shall close these observations: “It is 
generally recognized that the issue of bank notes is the creation of 
money, and that the creation of money is the business of the State, 
not of any trading association; hence, it follows that the issue of 
such notes by private banks is rather an anomaly which we may 
tolerate, than a right which we ought to extend. A mixed cur- 
rency, composed partly of the precious metals and partly of paper, 
cannot be in a sound condition unless it complies with the three 
following conditions: First, the paper must be convertible into coin 
on demand; second, sufficient security must be held by the issuers 
to secure the payment of the notes; third, mixed currency must 
be at all times exactly of the same amount, and consequently of 
the same value as a purely metallic currency would be.” Such 
were precisely the views of the late Sir Robert Peel and of Lord 
Overstone. F. HINCKS. 


MONTREAL, September, 1884, 
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FINANCIAL FACTS AND OPINIONS. 


The amounts and descriptions of United States bonds deposited 
for bank-note circulation were as follows, at the dates named: 











Fune 7. Fuly 109. September 6, 

Currency, 6s.... $3,498,000 er $ 3,498,c00 ease $ 3,498,000 
Coin, 4%4S...... 45,087,000 — 47,248,950 eon 48,860,450 
©  Ghscnceees 110,188,200 onwe 113,209,9Cc0 pene 115,894,900 

a ere 177,349,950 seee 169,087,150 o0ee 162,950,750 

$ 336,123,150 wees $333,044,C00 ese $331,204,100 


Between June 7 and September 6 three calls for the threes ma- 
tured, each of the calls being for $10,000,000, or $30,000,000 in the 
ageregate; and the reduction of the deposited threes was $ 14,399,- 
200, but this was partly made good by an increase of $3,773,450 
in the deposited four and a-halfs, and of $5,706,700 in the deposited 
fours. 

The importations of dry-goods at New York from January I to 
September 12 of this year were officially valued at $89,049,615, as 
compared with $91,691,018 during the corresponding period of 1883. 
The change in the method of valuation, pointed out by the Sta- 
tistical Bureau, more than accounts for the slight falling off, so 
that the actual foreign cost was less last year than this. In addi- 
tion to that, current market prices abroad of dry-goods, as of nearly 
all merchandise, are much less this year than last, and it must, there- 
fore, be true that the guantztzes of the dry-goods importations are 
much greater than in 1883. Europe does not intend, and cannot af- 
ford, to part with its gold, and, no matter how low the prices of its 
merchandise go, it will pay in goods, and not in money, for all 
that it needs of American food production, and it has the satisfac- 
tion of knowing that the agricultural staples which it buys have 
fallen in price quite as much as the manufactures which it sells. 

During August there was a decrease of $1,247,886 in the amount 
of outstanding National bank notes, and a decrease of $481,176 in 
the cash deposited in the Treasury for the retirement of such notes. 
There was, therefore, a net reduction of $766,710 in the National 
bank circulation, or about one-third of the addition made to the 
currency by the coinage of silver. A monthly addition of about 
$1,500,000 is made by the gold produced in our domestic mines 
in excess of the home consumption in the arts. An addition of 
about $40,000,000 annually to the currency is required, in order to 
make its increase proportionate to that of the population. 

The tariff of 1883, as is well known, changed the method of fixing 
the valuation of imported goods by excluding, instead of including as 
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formerly, the foreign mercantile commissions, the cost of the necessary 
casings and coverings, and the charges of internal transportation from 
the points of production to the points of shipment. The changes were 
made, not so much for the purpose of reducing the duties, as in 
the interest of simplification, and to get rid of the vexatious labor, 
uncertainty and expense of computing a great number of small 
charges. The effect of the changes to reduce duties has been much 
more considerable than was expected. But it is their effect of 
another kind to which we now wish to call attention, and that is 
to make our favorable merchandise balance of trade for the last 
fiscal year appear better, in comparison with the preceding fiscal 
year, than it would have appeared if the changes had not been 
made. In a recent statement on the subject, Mr. Nimmo, of the 
Statistical Bureau, says: “It is estimated that if the method of 
computing import values had not been changed the actual value 
of the imports for 1883 and 1884 would have been nearly equal, 
instead of showing an apparent falling off about $33,000,000.” 

The decrease of the net public debt during August was $8,542,- 
850, making the decrease during the first two months of the cur- 
rent fiscal year $12,536,141, or at the rate of $75,216,846 for the 
whole year. So great a reduction as that is, however, not probable, 
as the commercial depression may be expected to still further cur- 
tail our imports and tariff revenue. The available cash balance in 
the Treasury at the end of August was $141,072,54I. 

A city contempory insists that nothing can “be done by law” to 
repress stock gambling on margins, and that we must rely upon 
“the pressure of social opinion.” It feels altogether sure that 
“when it becomes as disreputable to buy or sell stocks on a 
margin as it now is to bet money in a faro bank,” the one “form 
of vice” will be no more practiced by “respectable people” than 
the other. At what millennial period our contemporary supposes 
this will happen, does not appear. In the meantime it is entirely 
easy, and would have a repressive effect, not only upon stock gam- 
bling, but upon gambling on “futures” in produce, for Congress to 
impose a stamp tax on all contracts of either description. We trust 
that Congress at its next session will do precisely that thing. Good 
revenues would be obtained by it, and the collection, if the tax 
was moderate, wouid be easy and certain. A little judicious “law” 
assists the moral sentiments wonderfully. 

The London Juvestors’ Manual says that of the 785 millions ster- 
ling of the share and debenture capital of the railroads in Great 
Britain and Ireland, 100 millions may be regarded as “water,” from 
consolidating operations, and from issuing shares and debentures at 
prices below par. In making this estimate it no doubt adopts the 
view of the case commonly held in England, which must be taken 
as approximately correct, and if it is so, the actual investment in 
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British railroads to this date has been 685 millions sterling, or $3,- 
425,000,000. This includes, however, very large Parliamentary expendi- 
tures, and payments for land and rights of way not only actually 
heavy, but far in excess of the value to the owners of the property 
taken. In this country the “water” in the aggregate share and 
bond capitalization of the railroads, instead of being one-eighth, as 
in Great Britain, is commonly supposed to be, on the average, at 
least one-half, 

When a depression exists in such commodities as are interna- 
tionally dealt in, it must necessarily be universal throughout the 
commercial world. It is, therefore, not surprising to find the Paris 
correspondence of the London Lconomzst of August 30 saying, in 
respect to France, that “all trade reports represent merchandise as 
difficult of sale, even at the reduced prices.” 

The six months ending with August, covering the period of the 
introduction by the British Cabinet of the bill to reduce consols 
from threes to two and a-halfs, of the adoption of the measure by 
Parliament, and of its assured working success, have naturally wit- 
nessed a large rise in the selling prices of such other British se- 
curities as are esteemed to be entirely sound. The debentures of 
- the British railways, aggregating 180 millions sterling, have, in that 
time, risen, on an average, ten per cent.; railway guaranteed and 
preference shares, aggregating 300 millions, have risen five per cent.; 
the bonds of British cities, aggregating fifty millions, have risen 
five per cent; and the debts of the colonial governments ( includ- 
ing India) aggregating 200 millions, have risen from two and a-half 
to three per cent. If England perseveres in the new policy of re- 
ducing the principal of its debt, which was forced upon it by the 
steady diminution of the debt of this country, the interest on Brit- 
ish consols will be lowered before the end of the nineteenth cen- 
tury to two per cent. 

The London Economist of August 23 says it has good informa- 
tion that the Conference of the Latin Union at the end of this 
month will be harmonious in prolonging the present treaty for five 
years, on the basis of continuing the present suspension of silver 
coinage, and of the agreement of each party to redeem. its silver at 
the end of the term from the other parties, either in gold or in the 
currency of the country which demands a redemption. The /ournal 
des Debats, supposed to be inspired by Leon Say, the French Ex-Min- 
ister of Finance, says that the further proposition will be made to 
suppress such small gold coins and notes as interfere with the circu- 
lation of the silver five franc pieces, but it is not probable that Italy 
would agree to such a proposition. At this distance it looks as 
if the silver circulation in the Latin Union would continue indefi- 
nitely. The mass of it is so great that it could not be exchanged 
for gold, except at an enormous loss, and at the same time it is 
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not so great that there is any difficulty in maintaining its equality 
of value with gold. It is understood that Greece, the currency of 
which consists of suspended and very much depreciated bank notes, 
will retire altogether from the Latin Union. 

British advices speak of the great fall which has taken place in 
the prices of agricultural estates in England. It is stated as an ex- 
ample, although it is probably an extreme case, that $100,000 is the 
highest price offered for an estate in Lincolnshire, for which the 
owner refused three times that sum twelve years ago. A decline in 
the same kind of property is going on all over the Continent of 
Europe, although not so great a decline as in England. It is re- 
ported to be more marked in Holland than anywhere else on the 
Continent. The main cause is the competition of the United States 
and some other parts of the world in the production of cereals and 
meats, in connection with the great fall in the rates of ocean 
freighting; but an important auxiliary cause is the constriction of 
metallic money. Taking the income, as assessed for taxation, of 
real estate of all kinds in Great Britain, the fall within three years 
has been only about six per cent, which seems to indicate that town 
and city rents hold up tolerably well. 

The net revenue which the British masters of India have received 
during the past twenty-five years from forcing opium upon China, has 
aggregated 168 millions sterling. During the ten fiscal Indian years 
ending March 31, 1881, it amounted to seventy and a-half millions 
sterling. The total net Indian revenue is about fifty millions ster- 
ling, and the opium receipts form, therefore, a very important part 
of it. These receipts are threatened now with a considerable dim- 
inution from the increase in the Chinese home production of opium, 
and from the difficulties between China and France. 

At a meeting in Paris, September 6, of the directors of the 
Panama Canal, it was voted at the instance of M. Lesseps to issue 
“a fresh batch” of four-per-cent. bonds for 500 francs each, at the 
price of 313 francs each. It is not stated how large the “ batch’ 
was, nor how long the bonds had to return. With the confidence 
in the enterprise which still exists in Paris, there is little doubt 
that the bonds will command purchasers. 

The French wheat crop, estimated, before harvesting it, at from 
275 to 300 million bushels, is now estimated at 330 million bushels. 

According to official reports the production of silver during the 
year 1883 was of the value of 3,231,000 florins in Austria, and 2,906,000 
florins in Hungary, the aggregate gold value being about $2,500,000. 

After each of the panics of 1857 and 1873 a decided majority of 
the New York Clearing-house banks voted against the continuance 
of the policy of paying interest on deposits, but the _ practice has 
contrived to survive to the present time. 

The under valuation of the imports for the last year, of course, 
increased the apparent balance in our favor by an equal amount. 
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Among the commercial reports from agents and consuls in foreign 
countries, printed by the British Government, is one from Sir A. 
Paget, giving an account of laws recently passed by the Austrian 
Chambers to regulate the hours of labor in mines and manufac- 
tories. In mines, the maximum of labor permitted is ten hours out 
of twenty-four; the employment of children under fourteen years is 
prohibited, and as to children over that age, and females of all ages, 
their employment at night is prohibited. In manufactories, the 
maximum of labor permitted is eleven hours out of twenty-four; 
the employment of women and children at night is prohibited; 
children under fourteen years are not to be employed “in any 
regular work,” and children between fourteen and sixteen years are 
“only to be employed on such light work as would have no preju- 
dicial effect on their health.” In both mining and manufacturing, 
Sunday is required to be observed as “a complete day of rest.” 
The opponents of these laws, who were not, however, very numer- 
ous, insisted that they infringed upon “the laborers’ individual liberty 
of action,” and that “the interests of the manufacturers would be 
seriously interfered with.” To this the majority, supported by the 
Cabinet, replied that there was a “necessity of improving the social 
position of the lower classes,” and that nobody would be injured 
except “unprincipled employers, whose heartless conduct had made 
these measures necessary.” 

One of our city contemporaries said not a long time ago: 

The week has passed without financial events of great import- 
ance, but, with easy and abundant money, there has been a decline 
in both grains and stocks. It is obvious that the two movements 
are inconsistent. 

On the contrary, “easy and abundant money” invariably accom- 
panies, and is one of the inevitable consequences of a low and de- 
clining general range of prices. The London £conomist published 
recently a table covering a lengthy period of years, showing that 
low rates of interest, and low prices of commodities, were always 
found together. Money is “ easy and abundant,” when there is more 
of it ready to be loaned than there is demand for, and this must and 
does happen at every period of depression in trade, when prices. 
are falling, and when there is little inducement either to produce 
articles for the market or to buy them for the profit of selling 
them again. 

The English wheat or harvest year ends August 31. During the 
last week in August the price of wheat in England was 35s. 1d. 
per quarter, the lowest during the nineteenth century, but the 
Mark Lane Express thinks it will fall to 30s. before August 31 next. 
The average price during the whole year ending August 31 last. 
was 38s. 5d., being the lowest during any whole year since 1780, 
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Rathér more than a year ago (May 7, 1883) the London TZzmes 
said, of the prices of commodities: 

Prices at the present day are as low, or nearly as low, as they 
were in the old days before the great gold discoveries had been 
made. 

That they have been still falling since May, 1883, is well known. 
The London L£conomist, of July 5, 1884, in its semi-annual review of 
the prices of commodities, says: 

Nearly every description of commodity is cheaper than when the 
year opened, and 1883 was a cheaper year than 1882, and 1882 was 
cheaper than 1881. Prices have, in fact, been falling steadily for 
the past three years. . . . . Asa whole, prices were lower in 
June; 1879, than at any time since the gold discoveries; yet, at the 
close of June, 1884, they are lower still. 

The comparison made by the Lconomzst of the movement from 
January to June, 1884, of the prices of thirty-six leading articles of 
merchandise, shows a fall in twenty-eight, a rise in only six, and 
two remained stationary. 

The London 7zmes, in July, 1884, reviewing the trade of the first 
half of the vear, said: 

The markets for most commodities have for some time past fallen 
continuously. The produce markets, in particular, have defied cal- 
culation. The impression is gaining ground that the average level 
of prices will not in the future be as high as in the past. 

The lowest mark of general prices hitherto reached during this 
century was during the six years ending with 1850. Jevons esti- 
mates that during the forty years following 1809, when the yield of 
the mines in Spanish America began to fall off as a consequence 
of revolutionary troubles, the general purchasing power throughout 
the world of metallic money, and the same thing was necessarily 
true of paper kept at a parity with the metals, increased 145 per 
cent., which means a fall of fifty-nine per cent. in general prices. 
It is agreed that the fall in the purchasing power of money—or, 
what is the same thing, the rise in the prices of commodities— 
which followed and was caused by the California and Australian 
gold discoveries, culminated about 1865. 

As to prices in Great Britain, a former editor of the Lzconomz‘t, 
the late Wm. Newmarch, was in the habitgot taking as a basis 
the index number of the combined average prices of twenty-two 
leading commodities during the six years ending with 1850, and of 
comparing with it the same index number for subsequent years. 
That practice is still continued by the Zconomzst and many other 
17 
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English authorities, as giving a roughly correct view of the changes 

in prices. Brought down to the present date, this method gives the 

following results: ; 
Index Number, 


Average of six years ending with 1850 
January,*1 


January, 1884 
June, 1884 

The rise in the index number from 2,200 during the six years end- 
ing ‘with 1850 to 3,564 in January, 1866, marks the culmination of the 
effect of the gold discoveries. The rise betwesn 1871 and 1873 was 
caused by the inundation of Europe by the gold and silver which 
was lost by France as a consequence of misfortunes in its war with 
Prussia, the suspension of specie payments, and enormous issues of 
paper by the Bank of France, and the payment of the famous five 
milliards exacted as a war indemnity by the victorious Germans. 
If the recovery of prices after June, 1879, was anything more than 
that reaction which always takes place when the lowest point of de- 
pression has been reached, it is difficult to see what it was. There 
was no increase of money in the last half of 1879 relatively to 
population and exchanges in the commercial world, nor does there 
seem to have been any down to the present time. The volume of 
paper money has remained absolutely fixed by law in Great Britain and 
Germany at the point at which it stood in 1879 and prior to 1879. 
In the United States the volume of the greenbacks has been 
rigidly fixed since May, 1878, and the changes since that date in 
the volume of the National bank notes have not been important. 
In France there has been some increase of paper money, but that 
increase has been substantially offset by the contraction of paper 
and the absorption of coin caused by the Italian specie resumption, 
finally completed in the early part of 1883. There have been no 
recent changes in the volume of the paper money of either Hol- 
land, Belguim, Austria, or the Scandinavian States. The sole addi- 
tion to the silver money of the commercial world since June, 1879, 
has been the 140,000,000 silver dollars coined subsequently at our 
Mints. As respects that part of the money of the commercial 
world which consists of gold, the evidence seems conclusive that 
it has increased very little, if at all, since 1879, and must now be 
absolutely diminishing as a consequence of the rapidly enlarging 
consumption of that _metal in the arts. 

The evidence in pect to the gold consumed in the arts and 
ornamentation is admirably summed up in an article contributed by 
Senator Hill, of Colorado, to the North American Review for Octo- 
ber, 1883. Adopting the figures of Séetbeer, which he regards as 
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inside of the mark, he shows that this consumption a year ago in 
Europe, America and Australia was at the annual rate of $69,524,- 
511, and that it was increasing at the rate of $1,739,413 annually, 
which would make its present annual rate $71,263,924. Without 
referring to other Oriental countries he shows that during the 
- thirty years ending with 1880, the average annual excess of the 
imports over exports of gold by India, where that metal is largely, 
used in ornaments, was $16,018,330, to which it may be added that 
during the last three years it has slightly exceeded $20,000,000. 
Senator Hill also points ovt that the authentic statistics prove that 
“the consumption of gold for other than monetary purposes in 
Europe, America and Australia has more than quadrupled in thirty 
years, and has quite trebled in twenty years.” Adopting the view 
of all the authorities on the subject, he observes that the use of 
both the metals for the purposes of display increases with the 
wealth quite as much as with the numbers of mankind, and he 
therefore says that in the future the employment of gold for other 
than monetary purposes “is sure to grow fard fassu with the grow- 
ing opulence and luxury of the world.” To the consumption he 
adds the unknown amount “lost in the wear of coins, and by 
fires, shipwrecks, and forgotten hoards.” With an annual production 
of gold not exceeding $100,000,000, and even less than that if the 
Russian production has fallen off as much as the latest informa- 
tion would justify us in believing, it is plain that no part of it is 
left for monetary purposes, and that, therefore, the stocks of gold 
money must be at least stationary, if not declining, while the pop- 
ulation and exchanges of the commercial world are constantly and 
largely increasing. 

Even if it be true that, taking silver and paper together, there 
has been, since, June, 1879, some slight expansion of the total vol- 
ume of the money of the commercial nations, the falling back of 
prices to the low level of that date conclusively demonstrates that 
the expansion has not been in due proportion to the augmented 
demand for money arising from enlarging population and exchanges. 
June, 1879, was the date of the upward turn of prices after a pro- 
tracted and severe fall, which was the result of the great contrac- 
tion of money during the preceding half dozen years caused by 
well-known circumstances, the chief of them being the resumption 
of coin payments in France and the United States, and the demone- 
tization of silver in several countries. The upward turn did not 
then occur, as it never does occur, under such circumstances, until 
prices had fallen below the range due to the volume of money ex- 
isting in June, 1879. The upward reaction would naturally reach a 
greater height than the volume of money would sustain, but the 
downward reaction could not have carried prices back to the range 
of June, 1879, if thereafterwards the volume of money had expanded 
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part passu with population and exchanges. In that supposed case 
prices would have settled, not at the range of June, 1879, but at 
some higher point. In the case which has actually occurred, not 
only are prices back to the point of June, 1879, but we have no 
good reasons for feeling assured that they will not go even below 
that point. The shrinkage of money relatively to the demand for it 
is still in progress, and is at least as likely to continue as to be 
arrested. | 

The gold production of the world is actually declining, and it is 
to the last degree improbable that there can be such a change in 
the fortunes of gold mining as will make the production keep pace 
with the increase of the consumption of it in the arts, which is 
still under the same influences which have caused it to quadruple 
within the last thirty years, and will continue under the same in- 
fluences, unless the growth of wealth 1n the world shall be in some 
way arrested. 

Without doubt, the constriction of money would be relieved by 
an increased monetary use of silver, but the extent of that possible 
relief must not be exaggerated. The aggregate quantity of silver 
money is not made any greater by transferring it from one country 
to another. Without an augmented yield from the mines, of which 
there is no immediate promise, the supply of silver money to the 
commercial world cannot be very much increased above the supply 
it has been receiving for the last half dozen years from the coin- 
age of silver dollars in the United States. Although consumption 
in the arts absorbs less of silver than of gold, the Oriental de- 
mand absorbs more of silver than of gold. No matter how many 
mints may be opened to silver in the commercial world, all that 
they can receive of it will be the surplus above the demands for 
the arts and for Asia. It is not certain that any new minting fa- 
cilities will be given to it, here or elsewhere, and it is among pos- 
sibilities that some portion of it now used as money may be de- 
prived of the monetary function. 

Germany and Great Britain are the only countries in Europe in 
which any considerable enlargement of paper money kept at the 
metallic.standard is possible. Both those countries now keep such 
money within exceedingly narrow limits, $250,000,000 in the aggre- 
gate. They might safely treble or quadruple it, but there is no 
present indication or probability that they will increase it at all, 
until the constriction of money reaches the point of a financial 
catastrophe. There is no good reason to expect that either of them 
will do anything to prevent such a catastrophe, inasmuch as the 
classes and interests which politically control them are benefited 
by a contraction of money and a fall in prices, provided they do 
not push the contraction and fall too far. 

In this country, the addition already made by paper money to 








1884. | PRESENT AND PROSPECTIVE PRICES. 261 


the total volume of money, is twice as great as it 1s in Great 
Britain and Germany combined, although their aggregate population 
is about one-half larger than that of the United States. The 
present proportion of paper to coin is less than it was during the 
greater part of our history down to the civil war, but the propor- 
tion of paper to population was never larger, when specie pay- 
ments have been maintained, than it is now. The field for the cir- 
culation of small paper money is already about as completely 
occupied in this country as it can be. Taking all circumstances to- 
gether, the room for the expansion of paper is far less than it is 
in any of the specie-paying countries of Europe. But instead of ex- 
panding, the paper money of the United States is actually con- 
tracting under existing legislation, and there is no indication that 
this legislation will be changed for a good while. The inherent dif- 
ficulties of changing it are considerable, and the discord of views 
upon the subject is so great that it will probably require a long 
time to concentrate public opinion sufficiently to inaugurate any 
new policy. 

[t must, furthermore, never be forgotten, that as the currency 
of this country is now and is long likely to be at the metallic 
standard, it can be expanded only farz passu with the currencies 
of the commercial nations of Western Europe, which are at the 
same standard. We cannot have good prices, and therefore can- 
not have a volume of currency large enough to cause good prices, 
while currency is shrinking and prices falling in other parts of the 
commercial world. To whatever extent we may see fit to increase 
the volume of our greenbacks, or bank notes, or silver dollars, the 
ultimate enlargement of the total volume of our money of all 
kinds must correspond in its percentage to its enlargement in 
other metallic standard countries. This equilibrium will be finally 
and before long brought about by an export of gold, which in the 
actual situation is the only exportable form of money which we 
possess. Every additional greenback, or bank note, or silver dol- 
lar, will either expel or prevent from coming in, not to be sure 
an equal amount of gold, but enough gold, to maintain, although 
at a higher level, the prior equilibrium of currencies between this 
country and other countries on the metallic standard. Undoubtedly 
we may, by an increase of paper, or of silver dollars, enlarge the 
currency of the commercial world, including our own, but the 
limitation of our power in that direction is, under the circum- 
stances, a very close one. We are not exactly at the mercy of 
the winds and waves, because we can, to a certain degree, control 
our Own course and destiny, but the extent to which we can con- 
trol it falls far short of being a protection against the disasters 
which seem to be impending from the stationary yield of the 
Mines of gold and silver, and from the policies, either sinister or 
insane, which now prevail in leading countries in Europe. 
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On the whole case, it seems to be probable, and almost certain, 
that the shrinkage of money relative to population and exchanges, 
which has been in progress in the commercial world since June, 
1879, will still continue. But if the shrinkage is arrested, and if 
nothing worse shall happen than a protraction of the present con- 
tracted condition of money, a further fall in prices can hardly be 
escaped. Experience shows that the final effect of a diminution of 
the volume of money in existence, and an inevitable effect if the 
diminution is long continued, is a still greater diminution of the 
money which is in use as such. A business depression, which can 
have no other rational meaning than a fall in prices, is sometimes 
the temporary result of temporary circumstances. The hopefulness 
of mankind inclines them to believe, in respect to every depression 
when it first sets in, that it is of that description. There is never 
a lack in any country of financial cranks and wiseacres who assure’ 
them that it is so. But when the recovery of prices has been de- 
layed for a certain length of time, they entirely lose confidence, and 
the locking up of money then begins. Nobody will put it into in- 
dustrial ventures, and among the owners of it the competition be- 
comes extreme to make loans upon the few securities which are 
in such times regarded as safe. A great deal of it cannot be 
loaned on conditions satisfactory to the holders, and the currency 
in use is still further contracted by the number and magnitude of 
idle hoards. Money withdrawn from circulation is the same for the 
time being as if it did not exist, and prices fall for the time be- 
ing just as much from the locking of it up as from annihilating 
it. This congested condition of money is the final stage of a con- 
traction of its volume, and it is the principal explanation of the 
reaction of prices which always comes when the conviction be- 
comes general that prices will fall no lower. The hoards are then 
opened and money becomes practically more abundant, because its 
owners, instead of hiding it away, become eager to invest it in pur- 
chases and enterprises. There will be a reaction from the fall of 
prices which has been in progress since the summer of 1881, but 
the reaction is not to be looked for until the fall of prices has 
lasted long enough, and touched a point low enough, to cause a 
hoarding of it on a large scale and for a considerable length of 
time. That congested condition has not yet been reached, cer- 
tainly not in this country, since the present depression set in, and 
until it has been reached, and until the further fall in prices nec- 
essarily attendant upon that congested condition has been en- 
dured, there seems to be no rational ground for anticipating an up- 
ward reaction. 

Any reasoning which attempts to account for the fall of prices 
in this country, from any fact peculiar to this country, or to hold 
out hopes of any considerable recovery of prices from any remedy 
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confined to this country, is manifestly erroneous, inasmuch as the 
fall of prices is world wide. While Cuba is ruined by a fall in 
sugar, Ceylon at the antipodes is ruined by a fall in coffee, and 
the blight upon mining and manufacturing industries is coextensive 
with their existence. 

One of the standard and accepted press organs of the financial 
thought of the city of New York has declared within a few weeks 
that the existing depression in the United States is only that tem- 
porary disturbance which it describes as being necessarily incident 
to a presidential election; yet there is no presidential election going 
on in Cuba, or in Ceylon, or in England, or anywhere except here. 
Furthermore, there has been no experience which should teach us 
to expect a depression of business as the necessary or even usual 
accompaniment of a presidential election. There was no such de- 
pression in 1880, when prices were moving upward from the low 
water mark of June 1879. In 1876, prices were lower than in the 
preceding year, but not so low as in the following year. In short, 
there was no peculiarity to distinguish 1876 from any of the years 
of steadily falling prices between 1873 and the middle of 1879. 
There was no depression in 1872, it having been the year before 
the crash and panic of 1873. There was no marked depression in 
1868, while 1864 was a year of unusual buoyancy in _ business. 
There was no depression in 1860, as the North and South were 
protected from any apprehension of the impending war by the 
density of the ignorance in each of them as to the policy and re- 
sources of the other. There was none in either 1856, 1852, or 1844, 
which were all years of rather exceptional prosperity. The revolu- 
tionary disturbances in Europe in 1848 caused some depression here 
but not of a marked character. The depression of 1840 was se- 
vere, but like that of 1876, it was not a depression peculiar to the 
year as a detached one, but a continuing depression as a part of 
a long period of falling prices, the lowest point of which was not 
reached until 1843. So far as my recollection goes, the memorable 
prostrations of business have chanced to occur, not during Presi- 
dential elections, but in the years immediately after Presidential 
elections, as in 1837, 1857 and 1873. 

The idea that the good crops of the present year, assured as to 
some of them and probable as to all of them, can have any ani- 
mating effect upon general prices, is a sheer delusion. The differ- 
ence between the aggregate money valuation of the crops of one 
year, compared with that of another, measures the difference in 
the additions to the capital of the country from the crops which 
are compared, but the general wealth may be increased without 
causing any increase of general prices. In fact, an increase of 
wealth and exchanges, without an increase of money, tends to re- 
duce prices; and, on the other hand, if half of the property and of 
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the people of the world was destroyed to-morrow, prices would rise, 
not fall, if the volume of money escaped the catastrophe. We 
never had better cereal crops, coupled with better prices abroad, 
in consequence of the successive failures of the European harvests, 
than during the six years from 1873 to 1879, but they did not pre- 
vent, nor even check, the fall in the general range of prices which 
was continuous during that period. The abundant and well sold 
cereal crops, from 1873 to’ 1879, did not benefit general prices at 
all, and it is not certain that even the general wealth will be increased 
by the good crops of this year, in view of the certainly low, and 
perhaps ruinously low, prices at which alone they can be disposed 
of. In some conditions of the market, and that may be the case 
at the present time, the better crops are the worse the producer 
is off. 

Neither the fact nor the inevitable consequences of the existing 
monetary conditions of the commercial world can be escaped by 
shutting our eyes to them. They can be best prepared for by look- 
ing them in the face. 

So far as this country can of itself do anything to mitigate ex- 
isting mischiefs, which is comparatively little at the best, it is very 
doubtful whether any of the measures proposed as remedies are 
politically practicable. Of three forms of money which we have in 
use, greenbacks, bank notes and silver dollars, there is arrayed 
against each of them a considerable party desiring their total sup- 
pression, and a very much larger party which is opposed to any in- 
crease of them. 

As to the European Powers, whose combined influence over the 
magnitude of the total volume of money in the commercial world 
is far in excess of our own, we have no means of influencing their 
policies, and can never be even quite sure that we fully under- 
stand the motives and interests which underlie them. If their 
future management of the monetary question shall be based upon 
a large and wise comprehension of the situation, it will be for us 
a great good fortune. But if it continues to be controlled by nar- 
row, selfish and unscrupulous interests, or by the shallow and flip- 
pant ignorance of the great body of their (so called) political 
economists, we cannot escape, with all the advantages of maintain- 
ing Our currency at the metallic standard, the disadvantage that 
it involves us in the consequences of the monetary follies of all 
other countries on the same standard. GEO. M. WESTON. 
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ADMINISTRATION OF THE TREASURY FROM 
MARCH TO JULY, 1861. 


After a long era of peace the nation engaged in civil war. 
Dimly seen for a long time in the growing ambition of many 
opposed to the Union, the war burst at last on the country 
with the suddenness of a volcano or a meteor’s glare. The effects 
of the struggle, passing beyond our country, swept over the en- 
tire earth. In the first part of our work we shall turn the light 
of history on the financial side of this awful contest. 

On the fourth of March Mr. Lincoln was inaugurated President. 
For Secretary of the Treasury he nominated Salmon P. Chase, of 
Ohio, and the nomination was unanimously confirmed. Horace 
Greely had been active in urging the selection of Mr. Chase, on the 
ground of his well-known devotion to the anti-slavery cause. Mr. 
Chase declined the offer of the’ position when first tendered to 
him. He urged that he was not fitted for it, either by education 
or habits; he had just been chosen senator for a full term, and he 
believed that his appropriate sphere was in the Senate. Had his 
judgment not been swayed by the advice of friends he probably 
would have remained firm in declining the offer. In the letter 
containing the resignation of his seat in the Senate to the Gov- 
ernor of Ohio, he wrote: “It would be far more consonant with my 
wishes to remain at the post to which the people of Ohio, through 
the General Assembly, saw fit to call me. But the President has 
thought fit to call me to another sphere of duty, more laborious, 
more arduous, and fuller, far, of perplexing responsibilities. I sought 
to avoid it, and would now gladly decline it, if I might. I find it 
impossible to do so, however, without seeming to shrink from cares 
and labors for the common good, which cannot be _ honorably 
shunned.” Without any financial experience whatever, he dared 
“take charge of the finances of the country under circumstances 
most unpropitious and forbidding.” Perhaps, if he had had a 
clearer conception of the duties of the office, he would have been 
less bold in accepting it. He was then fifty-two years of age. 

The credit of the Government had been undermined during the 
preceding administration. The revenues had fallen to a low point, 
the public indebtedness had increased, and money could be bor- 
rowed only at very high rates. When Congress met in December, 
“the treasury was empty—bankrupt. There was no money to pay 
the public creditors, who were then pressing for payment. There 
was not money enough even to pay members of Congress.” In 
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the middle of January, General Dix, who had been appointed 
Secretary of the Treasury, wrote to the Chairman of the Commit- 
tee of Ways and Means: “Within the last few days the amount 
of overdue Treasury notes presented for redemption has exceeded 
the power of the Treasurer to place drafts in payment on the As- 
sistant Treasurer at New York, where the holders desired remit- 
tances to be made, and an accumulation of warrants to the amount 
of $350,000 has occurred, on this account, in the Treasurer’s hands, 
which he is unable to pay.” 

The Secretary of the Treasury had authority to issue ten mil- 
lions of Treasury notes at par, to creditors or others, at the rates 
of interest offered by the lowest bidder after public advertisement 
of not less than ten days. On the eighteenth of February he in- 
vited proposals for $5,000,000 for these notes. Offers at twelve 
per cent., or less, were made for $1,831,000. The remaining offers 
were for $465,000, at rates ranging from fifteen to thirty-six per 
cent. He did succeed, however, in raising the small sum of $5,- 
000,000 at twelve per cent. interest. When Secretary Chase entered 
the Treasury Department he must have speedily learned two 
things, if they were unknown before—the imperative need of bor- 
rowing money, and the great difficulty in obtaining it, even at high 
rates of interest. 

Most of the revenue was derived from duties on imports. But 
this stream had fallen low. Secretary Dix informed the Chairman 
of the Committee of Ways and Means that $16,000,000 “would be 
a liberal estimate for the revenue from customs,” for the first 
half of 1861. A new tariff law was enacted on the 2d of March, 
but a richer yield of revenue from it could not be expected for a 
considerable period. 

When Secretary Chase assumed office, authority existed for nego- 
tiating loans by the Acts of June 22d, 1860, and February 8th and 
March 2d, 1861. By the first Act he could borrow $13,978,000 at 
six per cent., the remainder of the loan having been already nego- 
tiated. By the February Act he could borrow §$ 16,994,000 at six per 
cent., and bids for both loans above or below par might be ac- 
cepted. The entire amount of the February loan was $25,000,0c0, 
but the remainder had been negotiated. The authority to make 
the ten million loan of March 2d, 1861, was embedded in the 
tariff law of that date. The interest was not to exceed six per 
cent., and the law further provided that Treasury notes bearing 
not more than six per cent. interest might be substituted “for the 
whole or any part of any of the loans for which” the President 
was “now by law authorized to contract and issue bonds,” including 
the loan last mentioned. 

On the 22d of March Mr. Chase advertised proposals for a loan 
of $8,000,000. Ten days were given for receiving offers. Five days 
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afterward James Gallatin, President of the Gallatin Bank of New 
York, wrote to him that the loan had “already been taken from 
the market within about one million of dollars, having been ab- 
sorbed by the banks for currency, or by the Savings banks and in- 
dividuals or institutions throughout the country as a permanent 
investment; so rapidly,” he continues, “has this absorption gone on, 
that there is some probability of the million yet in market being 
withdrawn in the same manner before the day which you have ap- 
pointed for the taking of the new loan; and there is reason to 
hope that, in the present state of the money market, and the 
growing confidence of the people in the upright intentions of the 
administration, you will realize within five or six per cent. of par 
for the néw, notwithstanding the terrible shock which public credit 
received toward the close of the late administration.” Mr. Gallatin 
then adds: “Supposing it practicable to negotiate the loan at that 
price, the question arises whether to do so, or to adopt the alter- 
native of an issue of Treasury notes at par.” 

At the very beginning, therefore, of his administration of the 
Treasury office, Mr. Chase was confronted with a grave question 
with respect to modes of getting money. Should he issue bonds 
for it running for several years, or issue six-per-cent. treasury notes 
of small denominations. He could procure the money needed by 
the latter mode at rather better rates than by the former, and this 
consideration weighed strongly with him. The opinions of those 
who pondered the subject the most carefully were divided. The 
newspaper press also expressed a divided opinion. 

Mr. Gallatin was opposed to the issue of Treasury notes. His 
reasons are worth giving: “In the form of stock,” he writes to 
the Secretary, “this loan will be funded and out of the way for 
twenty years; but, in the case of Treasury notes, should sudden 
panics arise in the uncertain future, these would be thrown in 
upon you for duties, and most likely at a moment when you would 
be heavily pressed for means to carry on the Government, they 
would aggravate the embarrassments of the Treasury. Besides, future 
emergencies may arise, in which the issue of Treasury notes would 
be the best and speediest means of supplying temporary wants. !t. 
would seem, therefore, more desirable to negotiate this loan as you 
have proposed, in the form of stock having twenty years to run, 
if you can do so, which I have no doubt you can, at a fair price 
—say three to four per cent. above the rate obtained by the’ late 
administration for the last loan—and reserve the power of issuing 
Treasury notes for future contingencies.” 

The total amount of bids for the eight million loan was $ 27,- 
182,000, and ranging from eighty-five to one hundred per cent. 
Many of the bids were at the rate of ninety-two and ninety-three 
per cent., or fractions of those figures. The Secretary accepted bids 
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for $3,099,000, and the balance of the loan, $4,901,000, consisted 
of Treasury notes, sold at par or above. Thus the loan was almost 
equally between bonds and Treasury notes. 

This action of the Secretary has been regarded by many as proof 
that he was a believer in fat money from the very outset of his 
administration. But those who think so perhaps do not under- 
stand’ the nature of the notes issued at that time. They were made 
payable to the order of the persons who recevied them, and bore 
interest at six per cent., payable semi-annually, were convertible 
into bonds and receivable in payment of all public dues. Though 
circulating as a substitute for money, they were not a legal tender 
among individuals, and circulated by voluntary action. They were 
therefore very different in their nature and origin from legal-tender 
notes. They were, in no sense, a forced currency. Mr. Gallatin was 
far-seeing when he suggested to the Secretary that this resource 
for getting a monetary supply might be prudently reserved for the 
most pressing occasions; but Mr. Chase’s decision cannot be fairly 
regarded as proof that he supposed fiat money contained any virtue. 
Public opinion was divided on the question of issuing these notes — 
and Mr. Chase sought to satisfy it by issuing bonds for a part of 
the loan and Treasury notes for the balance. 

On the eleventh of May the Secretary advertised proposals for 
the balance of the February loan, amounting to $8,994,000. The 
war had been begun by the attack on Fort Sumter nearly a 
month before, and this event for a short time unfavorably affected 
the public credit. The readiness to give life in defence of the 
Union was not met with an equal readiness by the wealthy 
in lending money for the same purpose. The amount of bonds sold 
was $7,310,000, at rates which ranged from eighty-five to ninety- 
three per cent., and the remainder of the loan, $1,684,000, was taken 
in Treasury notes at par. The proportion of Treasury notes to the 
amount of the loan was much smaller than the proportion of them 
to the amount of the prior loan negotiated by him. 

The Secretary invited proposals at par for the balance of the 
June loan of 1860. Only three bids, aggregating $12,000, were 
received, and these were “made under misapprehension.” Failing to 
obtain money by that law, he issued, by authority of the March 
Act of 1861, more Treasury notes to offerers at par, and in pay- 
ment to public creditors to the amount of $12,584,550. 

Such were the resources derived from loans and Treasury notes 
by the Secretary during the first four months of the administration 
of his office. From customs during the last quarter $5,515,552 had 
been received, beside a small addition from sales of public lands and 
miscellaneous sources. 
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PRACTICAL BANKING.* 


THE BOOKKEEPER. t 


Mathematical accuracy is one of the prime virtues of an account- 
ant. It is nowhere more important than in bank bookkeeping. 
While the affairs of a bank are running along smoothly its cus- 
tomers are given little opportunity to judge of the capability and 
thoroughness of those who manipulate the books of accounts. But 
when the institution comes to grief, and the creditors are waiting 
in painful suspense to learn the fate of their deposits, the opportu- 
nities for determining how well the books have been handled are 
excellent. It is at such times that the public are taught to appre- 
ciate the value of accuracy, system and promptness. When it re- 
quires days, and, as is sometimes the case, weeks, for the book- 
keepers to make up a statement of the condition of a suspended 
bank, the inference may be fairly taken that something is radically 
wrong. It may be the imperfections of the system in vogue, or 
possibly a weakness in the brain of the bookkeeper. 

A good theory to follow in bank bookkeeping is one which each 
day presumes that the bank is to suspend payment before time for 
the doors to open the next morning. And not only so, but also one 
which presumes that the directors or proprietors are to require a com- 
plete financial exhibit of the bank’s affairs within twenty-four hours 
' from the time the suspension is announced. There can be no good 
reason why a complete statement should not be presented within 
a few hours at any time, if no crookedness. has been practiced. It 
is not only important that the work of each day should be finished 
before the doors open on the morning of the day following, but 
that the work should be so performed as to enable the bookkeepers 
to make up a full exhibit without delay. Even in cases of defalca- 
tion and crookedness on the part of any one individual where sev- 
eral officers and clerks are employed, there would be no reasonable 
excuse for requiring days, and often weeks, in preparing statements 
for the public. Simplicity in method and an efficient clerical force 
will obviate the present prevailing difficulties. 

It is not good economy for the manager of a bank to expect one 
clerk or bookkeeper to perform the labor of two. There can 
be as much of a mistake in employing not enough as _ too 
many. But, before considering the number to be_ employed, 


* This article consists of continued extracts from a work, now in press, on Practical Banking, 
by the editor of this Magazine. Copyright. 

+ The extracts here given are but a small part of this department of the book, which covers, 
with full explanations, the entire range of banking accounts from their beginning. 
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the fitness of each for the position should receive attention. Above 
all things, know that each and every person doing clerical work in 
a bank is thoroughly qualified. Then see that the force is sufficient 
to have the work kept closely up, and require in all cases that no 
part is neglected. We would say to the bookkeeper of a bank: 
Demand that you be allowed a sufficient force to do the work punc- 
tually and in the best manner. If your request is refused it is bet- 
ter to resign than take chances in doing your duty when you know 
that important parts must be neglected. Banks show, as a rule, 
more wisdom in this respect than commercial houses. Yet there 
are but few banks in which an improvement might not be made by 
an addition to the regular force. This improvement would redound 
to the advantage of stockholders as well as the bank’s customers. 

The method of bookkeeping practiced in a bank may have much 
to do with the force necessary for performing the work properly. 
We cannot undertake in this treatise to go into the details of all the 
different systems in vogue. It is our aim, however, to give such ex- 
planations of the methods in most general use as will enable the 
reader to understand the principles and be able to choose a plan 
best adapted to his special needs. Important changes and improve- 
ments in bank as well as commercial bookkeeping have taken place 
within the past ten or fifteen years. A few years ago banks re- 
ceived a fair revenue from the sale of exchange. Remittances from 
one part of the country to another are still made almost entirely by 
means of bank drafts, but since the establishment of a currency 
which is at par throughout the United States, the rate of exchange 
cannot much exceed the cost of transmitting money by express, and 
the business of dealing in exchange by banks is no longer consid- 
ered an important item of revenue. The change has had its influ- 
ence upon bank bookkeeping. 

The tendency has been, in bank bookkeeping, to abridge the work. 
There is still room for improvement in many institutions in this di- 
rection. It is a good idea, in all places where possible, to avoid re- 
writing items and amounts. We will first turn our attention to 


ACCOUNTS OF DEPOSITORS. 

The depositors’ accounts, in an institution doing a general bank- 
ing business, absorb much the greatest attention of the book- 
keepers. Eternal vigilance is a prime virtue in their manipulation. 
Considering their numbers, the infinite multiplicity of items they 
represent, and the vast sums received and disbursed upon them, 
the small number of mistakes made in their keeping is worthy of 
consideration. It demonstrates the possibility of wonderfu} accu- 
racy. The errors, at least those discovered, will not average one in 
a thousand transactions. 

There is, perhaps, an unusual degree of accuracy exhibited in the 
work upon this class of accounts. The reason is obvious. An 
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error, no matter how slight, is almost certain to be discovered by 
the depositor. Whether or not the error is reported to the bank of- 
ficials, such a discovery is painful to the bookkeeper. It forms a 
basis for suspecting other blunders; it may, too, involve serious 
difficulty. These are some of the penalties constantly in view, and 
they, no doubt, exert an influence. 

In all branches of an accountant’s work the probability that an 
error, if made, will be discovered by some one other than himself 
will invariably cause some weight upon vigilance and thoughtfulness. 
Where an error, if made, will be detected by its author, as is the 
case in some parts of the bookkeeper’s work, and may be corrected 
before: reaching others’ eyes, a feeling of indifference is more apt 
to manifest itself. This suggests the importance of rotating the 
force employed in large banks, so that the work of each one will 
be examined by some one of the other employees. In England it 
is almost the universal practice to have a professional accountant 
go over, at stated periods, all the work of a bank. The plan is 
not much followed in this country, but it is being discussed in 
many quarters. Experience has shown that the examinations made 
by Government officials are not a sufficient guarantee to stock- 
holders and depositors that the published exhibits are faithful show- 
ings of the banks’ condition. 

One cause that has had a tendency to bring about a high stand- 
ard of accuracy in the treatment of depositors’ accounts is that of 
special study in this direction. Much attention and skill have been 
directed to devising plans for keeping this class of accounts. 


DEPOSITORS’ LEDGERS. 

The postings to the depositors’ accounts are sometimes made di- 
rect from the deposit slips on the one side, and from the checks on 
the other. The checks and slips, when thus posted, are first en- 
tered in a journal or register for the purpose of proving the cash 
and accounting with the tellers. This journal or register forms a 
part of the general books of the bank. The ledgers containing the 
depositors’ accounts are auxiliary to the general books. We mean 
by this that a statement of the bank’s condition is made up inde- 
pendently of the depositors’ ledgers. One account in the general 
ledger serves to show the liability of the bank to its depositors. 
In some banks the postings to the depositors’ accounts are made 
from other books, usually called “journals.” In some systems two 
journals are used, and in others only one. We give, in this connec- 
tion, some illustrations of these journals. Though still used to 
some extent, the forms shown under the title of “debit journal” 
and “credit journal” have been mostly superseded by more modern 
devices. The form under the title of “deposit journal” is used by 
many country banks. It is simple, and well serves the purpose for 
which it is intended. 
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DEPOSITORS’ LEDGER WITH BALANCE COLUMN.—FORM 2. 
Richard Whittington. 











Bs Bis oc) CRAs 0 0 6000 00060002 ccc | 10,000 


2... 100, 46 75, 10 50, 305 I0....| 462 35 | 9.537 65 
De cpt Phd bbe Cand gna cds Gases | | 400 
1240 80, 175 20, 960 50...... | | 
RR, SOO Bic nc ccssccocoeee | 4,633 60 | 5.324 05 
4 5420 50, 1324 05... 2.200 wees 
DL ssptiannsdeeseedacee 6.952 95 *7.628 go 





} 








The first column contains the debits or checks, the second column the credits or 
deposits, and the third column the balances. The balances are carried out every 
day after the deposits and checks have been entered up. 


DEPOSITORS’ LEDGER WITH DOUBLE BALANCE COLUMNS.—FORM 3. 
Richard Whittington. 
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This represents a Depositors’ Ledger with two debit and two credit colums ; one 
column for itemized checks and one column for dates. The first column on the 
left shows the debits’ balance or overdraft ; the second column the totals of checks; 
the third, itemized checks and other explanatory remarks; the fourth, the dates; 
fifth, credits or deposits; and sixth, credit balances. 


In the large city banks where the depositors are so numerous as 
to require a classification of the accounts, several books are kept 


* This balance is printed here in italics to represent an overdraft. In practice it would 
be written in red ink. 
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for summarizing the checks and deposits. The depositors’ accounts 
are grouped thus: Names commencing with A to D, E to K, L to 
R, and S to Z. The checks and deposit slips are assorted so as to 
be entered up under the several classes or groups in separate 
journals or registers. The work of writing up must be commenced 
in ample time for entering the last check paid and the last check 
deposited almost immediately after the tellers close their windows. 
In the work of writing up there is precaution taken to leave suffi- 
cient space after the name has been once entered to add subsequent 
checks. This does not apply so much to deposits, as cases of more 
than one deposit to a name in a day are exceptional. 

Form 4, or what is commonly known as the Boston method, 
possesses some advantages which have influenced its adoption in 
many places. It is intended to serve as a day-book and ledger com- 
bined. The asset balances are entered in ved, and the liability bal- 
ances in d/ack ink. In our illustration we give a page, or portion 
of a page, showing the closing entries for two days. It will be — 
seen that the depositors’-accounts run horizontally across the page 
(two accounts occupying a compartment). First comes the balance 
brought forward from the page where the name previously appeared. 
Then there are two narrow columns under the heading “Checks in 
detail.” The first of these columns belongs to the second account 
in the compartment, and the second column to first account in the 
compartment. The next two columns are for the totals of checks 
and deposits. The sixth column is a space for explanations upon 
the deposits or other credits. The seventh column contains the 
balance at the close of the day. Following this, still to the right, 
the same is repeated undér another day. A page nineteen inches 
in width will give space for three days’ transactions. Running 
across both pages. of the book, six days’ business is recorded be- 
fore the name is re-written. The object of dividing the page into 
compartments with horizontal lines, and placing only two accounts 
in one compartment, is to aid the eye in its sighting across the 
page from the side where the name is written. 

In footing the balance columns the overdrafts are deducted, mak- 
ing the footing show, not the total liability of the bank for de- 
posits, but the “net total deposits.” This is one of the objections 
to be urged against the system. The overdrafts of depositors are as- 
sets. They may be serviceable in paying depositors, and they may 
not; they are certainly not as reliable as money in the vault. And, 
besides, a statement of a bank for the benefit of stockholders ought 
to show the total deposits and the aggregate of overdrafts as two 
separate items. 

After footing the balance and total columns of the depositors’ 
accounts for the day, a general statement may be written up by 
adding capital stock and other general accounts, if not too numer- 
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ous. The column entitled “ Total checks” may, in entering the im- 
personal or general accounts, be used for all cash disbursed. The 
“Total deposits”’ column may contain all cash receipts; in this way 
the balance book will serve to take the place of a general ledger. 

One advantage of this method which recommends it is the easier 
locating of errors. Each page is susceptible of proof in itself, and 
thus an error may easily be pinned down to a small number of en- 
tries. 

DEPOSITORS’ BALANCE LEDGER. 

The illustration presented under the. title “Depositors’ Balance 
Ledger” represents a portion of a page of a book extensively used 
by the large banking institutions of New York, and’ in some other 
cities. Practically speaking, it is a skeleton ledger, kept for the con- 
venience of the paying teller. During banking hours it is never far 
from his counter, and the standing of any depositor’s account can be 
ascertained in a few seconds at anytime. This book has no connec- 
tion with the deposifors’ ledger kept by the individual bookkeeper. 

In the Boston method the daily balance book is the only ledger 
used for keeping the depositors’ accounts. Thus, it will be seen that 
the two books have a widely different purpose. In many banks 
where the balance ledger is used the regular accounts of the de- 
positors are kept by the individual bookkeeper, or bookkeepers (for 
there may be several of them), in ledgers of the usual form. 

A complete explanation of the skeleton ledger is difficult in a small 





DEPOSITOR’S BALANCE LEDGER.—FORM 5. 
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treatise which will not permit the introduction of ruled forms 
showing different colored inks. A page about eighteen inches square 
will give space for thirty accounts six days. The two pages of 
such a book will serve thirty accounts thirteen days. Two writings 
of an account will thus carry it through a month. The lines upon 
which the names are written are about five-eighths of an inch 
apart, and they alternate in color, first blue and then red. The 
change of color serves to guide the eye correctly across the page, 
or the two pages. For each day there is a pair of columns, the 
first, or left-hand column, being for debits or checks, and the sec- 
ond, or right-hand column, for credits or deposits; the balances are 
carried forward-in pencil. The calculation in carrying the balances 
forward is done mentally. It would be surprising to one not ex- 
pert in this work to observe the rapidity with which the _ book- 
keeper performs these mental calculations. With three amounts on | 
one side and two on the other, the items ranging in value from the 
units column to several thousand, the calculatidh is performed men- 
tally, the balance struck without a moment’s hesitation, and placed 
in its proper column for the next day. For example, the following 
represents a day's transactions: 





Debit. Credit. 


= = 12,620 39 


379 84 : 284 60 











The balance, 5,027.30, is dotted down with surprising rapidity. In 
footing the columns the pencil figures only are taken to get the 
total balances. The amounts in ink, when footed, show total drafts 
and total deposits for the day. 

The plan followed by which. the entries find their way from the 
tellers’ counters and the exchanges, to the depositors’ ledger and 
balance book, varies in different banks. The volume of business 
has much to do with the system in use. It is well worth the 
space here to give a description of the plan in vogue in the Na- 
tional Park Bank. This bank is a representative institution with 
over ten thousand active accounts on its depositors’ ledgers. There 
are two receiving tellers. A depositor presents his book with de- 
posit enclosed. If currency or specie form a part, it is counted 
and dropped into the till or money drawer. The checks and other 
items are not carefully examined. If the currency and coin are 
correct, the amount according to the deposit slip is entered in the 
pass-book. The deposit slip, the checks, drafts, or other items are 
kept together until a checking clerk takes them away. These items 
of the deposit slip are then carefully examined and re-checked upon 
the deposit slip. If an error is discovered the correction is made 
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upon the slip. The checks, drafts, etc., are now classified and 
passed over to other clerks. Some go to clerks who enter them 
up ready for passing through the Clearing-house. Others must be 
sent out for collection by the bank’s messenger. The checks of the 
bank’s own depositors and correspondents go to clerks who enter 
them up preparatory for the bookkeepers. This is followed up so 
closely that, at the hour for closing the receiving teller’s window, 
every check, draft and other item of the day has been charged up 
at the checking counter. The items in the balance ledgers are 
taken from the books kept up by the checking clerks, and the in- 
dividual bookkeepers also make up their ledgers from the books 
kept on the checking counter. 

There are four sources from which the balance ledger book- 
keepers obtain the items of debits to the accounts in their charge. 
These are—first, through the Clearing-house; second, through the 
paying teller’s department; third, from the receiving teller’s depart- 
ment; and, fourth, through the note tellers department. They 
have been classified and entered up at the checking counter, so that 
he has only to write down the totals. There are some institutions 
having accounts with the Park Bank which draw as many as forty 
checks in a day; many draw twenty to thirty. This will explain 
why a method like that described in connection with the Boston 
daily balance book would not be practicable in all places. 

In this bank the accounts of depositors or dealers are divided 
into four classes, and are kept by eight individual bookkeepers— 
our of whom are on depositors’ ledgers and four on the balance 
edgers, thus: 

Names from A to D, 
E to K, 
L to R, 
S to Z. 


The accounts of correspondents or other banks are arranged under 

two divisions: A to L, 
M to’ Z. 

Thus twelve individual bookkeepers are employed, eight on de- 
positors’ accounts, and four on accounts of other banks. The bal- 
ance books are extended before the hour for opening next morn- 
ing, and the footings made so as to compare with the general 
ledger before the close of the next day. 








~ a 
—————— 


“reg = lie Seed ee 4s 


FOG SEE, BEES ABE SWE 


a 


~~ r =a. =r >> m5 = Pg = em ~ 
AS SEER ERE EE IO CREO AP OE BREA 











278 THE BANKER’S MAGAZINE. [ October, 


SEIGNEURIAGE AND MINT CHARGES. 


The following article which was read by John Biddulph Martin 
before the London Institute of Bankers and published in their jour- 
nal, contains several very interesting facts of a historical nature per- 
taining to this subject. The first part of it appeared in our August 
number. 


In matters of controversy it is well to argue from the greater 
to the less, and it may be convenient if, in the present instance, 
we put an extreme case as an illustration. Let us imagine for a 
moment England to be, as it is, an island, inhabited by its present 
population, and consuming products of every kind which we are 
accustomed to use, but sufficient of itself for all its needs, having 
no exports or imports, and producing within its borders all articles 
of use or consumption, including a sufficient and constant supply 
of gold. Let us further imagine the cost of producing this gold 
to be such that the actual buying price at the bank, £3 17s. 9d. 
per ounce, would suffice to return an adequate profit to the gold 
mines of the country, and the normal price of commodities, in- 
cluding wages, to be as it is. What would be the result if, by a 
sudden proclamation, the amount of standard gold in each sover- 
eign were reduced by one half? Assuming that the Government 
were able to call in with equal suddenness all the outstanding gold 
coin, and to replace it by the new and debased issue, it is not un- 
reasonable to suppose that no effect would ensue on the prices of 
all commodities, gold excepted. Gold, indeed, would be doubled in 
value, for if any one desired an ornament or other object of fine 
gold, he would have to give or to melt two of the new debased 
sovereigns in order to obtain the amount of the precious metal 
which had formerly been contained in one. The value of all other 
commodities would remain unchanged, since the amount of money 
in the country would remain the same, and (as has been said 
above ) there is no law of nature to regulate the number of coins 
into which a given weight of metal shall be -struck. But two dif- 
ficulties would at once arise: the first, foreseen by Adam Smith 
and Ricardo, and stated by them as a saving clause, that fraudu- 
lent coining would receive an immediate stimulus. The cost and 
labor of extracting gold would be unchanged, but if, on sending 
it in to the State Mint, one-hali of the bulk were confiscated, 
there would be an immense incentive to save this penalty by in- 
dependent coinage, since coins of no less intrinsic value could be 
coined at an ample profit to the producer or holder of bullion. 
The next consideration is still more formidable; the State Mint, 
if it continued to receive all the output from the gold mines, but 
only returned one-half of its bulk in coin, would find itself in pos- 
session of a quantity of bullion equal in amount to the whole 
coinage of the country. It is not conceivable that this should be 
retained with any other object but that of coining it into money 
for the advantage of the State; the circulation of the country 
would thereby immediately be doubled, and the price of commodi- 
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ties, other than gold (as measured in legal tender coin) would 
simultaneously rise. Yet the purchasing power of an ounce of gold, 
produced all along by an an equal amount of labor, would remain 
unchanged throughout these vicissitudes, and it is difficult to see 
how the imposition of the seigneuriage would have affected the 
exchange value of the metal, however much it might and would 
have influenced that of the coin. 

The like result would ensue if the isolation in which we have 
assumed the country to exist were to be broken through, and it 
were to be discovered that in France gold was being coined gratis, 
or at a very moderate mint-charge. It is evident that under these 
conditions no gold would be sent in to the home mint, but all 
gold would leave the country for the one in which it could be 
minted on the most favorable terms. However, therefore, the prop- 
osition may be theoretically and logically tenable, that the addition 
of a mint-charge raises fro fanto the value of a coin, it must be 
postulated before this proposition is capable of reduction to prac- 
tice, that the charge for coinage shall be uniform throughout all 
countries in which gold is used; in this case a mint-charge can be 
levied, but only to the extent of the labor of producing the coin, 
and the cost of transport between the country imposing it and any 
other in which conditions more favorable to the holder of bullion 
prevail. 

We are not able to deny that the exchangeable value of a com- 
modity is the value of the raw material, plus the labor of manu- 
facture; a poker or a table is but so much iron or wood on which 
a certain amount of time and labor has been expended in order to 
produce a finished article. In like manner there can be no doubt 
that a sovereign represents a certain amount of raw material, viz., 
123% grains of standard gold, plus the cost of coinage, and it must 
be subject to the same law; the fact that the cost is, as it were, 
microscepic (about .31Id. per sovereign) making no difference in 
the conditions. The difference lies in the fact that it is not the 
finished article that is really as a rule desired; what is wanted is 
merely the raw material, the bullion in the sovereign having a cos- 
mopolitan purchasing power of defined extent. No man who had 
contracted for the purchase of a certain quantity of timber or iron 
in order to build a house would be satisfied with the tender of 
a quantity of chairs and tables, pokers and Sheffield cutlery, al- 
though the vendor might be able to demonstrate that the raw ma- 
terial and cost of manufacture rendered them equivalent in market 
value to the article he had contracted to deliver. 

Having thus adverted to the principles which must theoretically 
govern the issue of coin, we may proceed to glance briefly at the 
conditions under which coinage is carried on among us. Our Royal 
Mint is nominally free to all comers, and we are in the habit of say- 
ing that every one who carries standard gold to the Mint is entitled 
to receive back the exact weight of his bullion in coin of the realm. 
But in practice this is hardly the case, and no owner of a parcel 
of gold dust, or nugget, would dream of adopting this course. Va- 
rious regulatious must be observed, notice must be given, the bullion 
must be tendered on certain days, the importer’s assay must be 
checked and approved, deficiences in quality must be made good, 
disputes as to the assay must be settled, and finally the owner 
must wait his turn, and at an uncertain period of time he will 
receive notice that his gold, in the shape of coin, is ready for de- 
livery to himi. Should the Mint be in full work for account of the 
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bank, its chief customer in this respect, or should it happen, as it 
did lately, that the Mint is at a standstill for repairs, a long delay 
might ensue, and all the while the owner is losing the interest of 
his capital. Under these conditions it is not surprising that pri- 
vate “importers” of bullion to the Mint are a species almost un- 
known; owners of bullion invariably, by themselves or through a 
bullion dealer, sell their gold to the Bank of England. This they 
can do at the rate of £3 17s, 9d. per standard ounce, and they 
receive a very substantial payment at once, the balance being set- 
tled on adjustment of the assays, for which the holder pays at the 
rate of 4s. 6d. per ingot of 200 oz. (say 4d. per oz.) he exact 
cost to the importer is given by the late Mr. Ernest Seyd, in his 
very instructive pamphlet Sezgniorage and Charge for Cotning ( Ef- 
fingham Wilson, 1868, p. 22) as follows: 

gd. per ounce , Z£ 1.605 per mille. 

Difference in assay .651 “ 

Turn of scale .062 u 


u“ 


Cost of melting ; " 
Cost of assay . ; u 


“ 


or £2,828 per £ 1,000,000. But, in a memorandum of the Master 
of the Mint, May 5th, 1852 (Report Intern. Coinage Comm., 1868, 
p. 325), the three first items only are claimed as the profit of the 
Mint, and the figures do not precisely tally. They are: 


114d. per ounce £ 1.600 per mille. 
Assay fraction 6 " 
Turn of scale -_ " 


u“ 


or a profit of £2,320 per £1,000,000. This means practically that 
the bank issues £ 1,002,320 in notes or gold against every £ 1,000,000 
that it pays for bullion. If it were merely a question of note issue 
the profit would be almost net, but seeing that the coinage of the 
country is supplied by the gold “imported” to the Mint by the 
Bank of England, and that the bank must depend on the efficiency 
and freedom of the Mint to execute its orders, the question of ‘de- 
lay in coining comes in again. The above figure of £2,320 is equal 
to interest at a little over six per cent. for fourteen days, and from 
this basis the greater or less profit may be estimated according as 
the delay is less or greater. 

This is the consideration on which emphasis is laid by those 
who contend that ours is not a’free Mint, and much subtlety may 
be exercised in proving that the delay attendant on the conver- 
sion of bullion into coin at the Mint, or the difference between 
the buying and selling ptice of bullion at the bank are in effect a 
brassage or seigneuriage respectively. With no less laborious in- 
‘genuity may it be argued that the charges attendant on converting 
bullion into coin at the bank-.are more onerous than those levied, 
for instance, in France, where a charge of 6.70 frs, per kilo (=.0025) 
is avowedly made by way of brassage. It may be incidentally re- 
marked that this is, roughly speaking, equivalent to %d. per /, as 
against the estimated cost of minting in England, given above, at 
7;d. £, but in default of exact knowledge of the comparative cost 
in England and France respectively, a comparison which would re- 
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quire, moreover, that the accounts should be made up in the same 
way, it would be rash to assume that the apparent difference in 
either country must represent a charge for Seigneuriage. With re- 
gard to the objection that the delay inseparable from the coinage 
of bullion at the Mint deprives that department of the character 
of a “free” Mint, it is difficult to imagine how, as a matter of 
practice, some delay in any case could be avoided. The operation 
of minting is one of extreme delicacy, but at the same time of 
extreme accuracy, and the mechanical and chemical processes must 
necessarily take at least some time, Moreover the demand for 
coin by individuals, were the intermediary of the Bank of England 
to fall into desuetude, would be fitful and intermittent, and it 
would hardly be reasonable to require, as did the late Mr. E. Seyd, 
that an expensive Government establishment should be kept con- 
stantly in readiness to meet the requirements of an occasional ‘and 
uncertain demand. On the other hand, the Mint profit arising 
from the difference between the buying and selling price of bullion 
at the bank, plus cost of assay, &c., amounts to within a minute 
fraction of the estimated cost of manufacture. It is difficult to see 
how terms more equitable to the holder of bullion could well be 
arranged. 

In the preceding remarks no reference has been made to the 
alternative ways in which the mint-charge may be levied, one of 
which is of the nature of leveling up, the other of a leveling down. 
Assuming a tax on coining of one per cent., a given weight of bul- 
lion may be converted into coin, either by minting it into 100 
coins, of which ninety-nine are returned to the importer, and one 
is retained by the Mint, or by coining it into Io! coins of less fine- 
ness and returning I0o to the importer, the Mint, as before, retain- 
ing one coin. There is a fractional difference in the result to the 
bullion owner, since he will in one case receive back in coin ,°%% 
parts of his bullion, and in the other }$? parts, and the tax would 
not therefore be in both cases exactly one per cent.; but we may 
disregard this minute fraction, the illustration being sufficient to 
show that whichever system be adopted hoth are applicable to either 
brassage or seigneuriage. In a matter where the very terms are, as 
before mentioned, vague and ill-defined, it is well not to complicate 
matters by ambiguous meanings, and the tendency to attach the 
term brassage to the system under which the quantity of the coin 
is reduced, and seigneuriage to the one under which its quality is 
debased, is to be deprecated as incorrect, even if it be convenient. 
In either case the Mint would retain for its own recoupment or 
profit one coin of almost identical quality, but the result would be 
that the total circulation of the country would in one case be aug- 
mented in volume by one per cent. above that which it would have 
in the other. Theoretically, therefore, prices would be affectec to a 
similar extent, but in practice it has been a matter of history that 
prices do not by any means vary concomitantly with the deprecia- 
tion of the coinage. This has been the experience of England in 
the past, and more recently of India, as regards its home trade, in 
the case of the silver rupee, and it is not likely that a mint-charge 
of any reasonable amount would directly alter the general range of 
the price of commodities. 

In the hypothetical case suggested above, it was assumed that in 
suddenly imposing a seigneuriage of fifty per cent. by way of de- 
basement of the purity of the coin, the Government had the power 
to replace at a stroke the old coinage by the new; as a matter of 
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fact this would be an operation of extreme difficulty, if not an 
absolute impossibility. No less impossible must it always be to 
maintain in circulation at the same time two coins of nominal 
equality, but of differing intrinsic value; the action of Gresham’s 
law, to which reference has more than once already been made, will 
certainly drive out the better coin and substitute the worse. It is 
true that in transactions of daily life, a sovereign of 122% grains 
would be indistinguishable from one of 123% grains, and, as is well 
known, about half. of our current coin does not exceed the former 
weight ; but our. coins, as we commonly use them, are but little bet- 
ter than counters. It is for the purpose of settling international 
transactions that gold, or the command of gold, is essential, and 
in all such transactions any alteration of the standard must inev- 
itably make itself felt. Even if we succeeded in establishing side 
by side, sovereigns of two classes, weighing 123% and 122% grains 
respectively, and in settling therewith our domestic monetary deal- 
ings, we should certainly discover, as soon as the exchanges were 
against us, and we had, for want of purchasers to our exports, to 
settle our differences in cash, that the purchasing power of the two 
coins was by no means identical, and that the inferior coin must 
assuredly involve a reduction in the par of exchange. 

‘In submitting the above considerations on the question of mint- 
charges, I am aware of having undertaken somewhat presumptu- 
ously a task that is at once difficult, comprehensive, and perhaps, 
after all, mainly theoretical. Enough has been said to show that the 
very terms and definitions of the controversy are unsettled, the prop- 
ositions in which it can be stated perplexing, and that nothing can 
be advanced theoretically (and even practically) and supported by 
good authority which is not met by contradictions on authority 
equally respectable. But if a discussion on this subject appears at 
first sight unpractical and academic, it must be borne in mind 
that the conditions under which the State is supplied with its me- 
tallic currency is one of the greatest importance and interest. The 
state of our gold currency is at the present time a matter of se- 
rious consideration, not to bankers only, but to the whole trading 
community and to the nation at large; the position of silver, as 
regards its use as money, has of late years undergone a serious 
modification, and our paper currency, resting on a quasi-metallic 
basis is by some considered to be not yet altogether beyond the 
reach of improvement or reform. Under these circumstances I ven- 
ture to think that a little time devoted to the consideration of 
the functions of the State as regards its prerogative in coining op- 
erations, of the position which it assumes towards the holder of 
bullion, and of the consequences which would attend any devia- 
tion from what appear to be sound principles or established prac- 
tice, will not altogether have been thrown away. 


APPENDIX. 

By the kindness of the Deputy-Master of the Mint I am enabled 
to supplement the foregoing paper by the accompanying table A, 
showing the manner in which the Mint-charge is levied in the 
various countries of Europe. To this I have added a separate 
table B, showing the standard degree of fineness of each coinage, 
together with the amount of Mint-charge, reduced to four places 
of decimals. For such of the figures in this table as were not 
deducible from table A, I am indebted to the work of M. Otto- 
mar Haupt—Arditrages et Parités—Edit. 1883. 
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TABLE B.—SHOWING THE MILLESIMAL FINENESS, AND PERCENTAGE 
OF MINT-CHARGE, IN THE PRINCIPAL STATES OF EUROPE. 





Par of 
Exchange. 


Mint Charge 


Gold Coin. per cent. 


Fineness. 








‘* Latin” League: 20 francs, Z% 1=Fr. 25.20 ‘ 0.25 
France, 
Italy, 
Belgium, 
Switzerland, 

20 reichsmarks...| £«t=Rm. 20.43 

Austria-Hungary =n 

ZLI=FI. 10. 


Z1=FI. 12.1 
£1=Kr. 18. 


£1=Alp. 25.22 
oa £Z1=Mr. 4.505 




















ONE-NAME PAPER. 


This excellent address was read at the annual Convention of the 
American bankers’ Association, at Saratoga Springs, by Mr. George 
Hague, General Manager of the Merchants’ Bank of Canada. 


The practice of buying bills with only one name thereon forms an 
exceedingly interesting subject of discussion at the present moment, 
from the‘ fact that the Associated Banks of New York, since re- 
cent financial troubles, are said to have set their faces against it. 

It is a practice which has prevailed extensively and long in the 
large financial centers of the United States, and is intimately 
bound up with the financial habits of the community on this side 
of the line. For a long time it prevailed unquestioned. 

The action of the New York banks, however, brings the subject 
to the front as one of immediate practical interest. Let us examine 
it then, and we shall find that a consideration of the subject goes 
to the very foundation of all banking business. When bankers 
seek to employ the money of their stockholders or depositors, they 
are met at once with such considerations as these: With what class 
of persons shall their money be employed? On what securities? For 
what time? A banker, even if perfectly untrammelled by legislation, 
would soon find by experience that he must not lend money on 
real estate, or for lengthened periods. This is now so universally 
recognized that I need not dwell upon it for a moment. Ruling out, 
then, this class of transactions in all their varieties, the banker finds 
that his proper customers are the great business community, in all 
its forms of merchants, manufacturers, miners, shippers, and what 
not. In dealing with them he comes across the long-established 
usage of buying and selling on credit, and at various lengths of 
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time. Accompanying this practice of giving credit, he will find an- 
other which gives him exactly the opportunity he needs, viz., to 
employ his money in short operations, with fixed terms of payment, 
and to a class of persons with whom prompt payment is the very 
life of their business. The banker’s natural and primary function 
is to intervene between the seller and the buyer. The seller, by 
means of the banker, can turn a time contract for the payment of 
goods into cash, or to speak in banking phrase, he can discount or 
get cash for the bills he receives from the purchaser, who contracts 
to pay for his goods at definite times. This part of the business 
of a banker, viz., the discounting of bills representing sales and 
purchases of goods, is a comparatively simple business. 

The more of a banker’s funds he can employ in this manner the 
better satisfied he generally is. But in dealing with the large opera- 
tions of modern business, a banker will soon be brought face to 
face with another question, namely, that of .production. Goods must 
be produced before they can be sold. And the production of any 
of the great staples of commerce is a matter involving the employ- 
ment of hundreds of millions of money. Now, if every producer 
had a sufficient amount of capital to carry him on to the point 
when he had goods for sale, and was actually selling,, he need 
never apply to a banker, except to give him cash for customers’ 
bills. And the banker would find no outlet for any of his funds in 
assisting production. But as a matter of fact this is not the case, 
either in this country or in any other that I know of. The ability 
to produce goods without borrowed capital is the exception and not 
the rule. In almost every line of business, before a producer arrives 
at a point where he has goods ready to ship to the purchaser, he 
requires to cast about him and raise money. The extent to which 
he requires this, of course, depends on his capital. Some men’s re- 


quirements are small, some are large. How, then, shall these re-° 


quirements be met? 

It is evident that if a producer, or let us say a manufacturer, 
miner or lumberer, approaches a banker for money to assist him in 
the work of production, he must base his application on entirely 
different grounds from those pertinent to the case of one who has 
reached the point of distribution. If the banker replies to the ap- 
plication for money, Where are your bills? the customer must say 


that he Aas none; his goods are not finished; he can’t therefore 


sell them, and cannot therefore get any bills. It is evident that his 
application to the banker must be to lend him money. He asks 
for a loan, and not for a discount. This reveals to the banker an 
entirely new set of needs, opening up an entirely different set of 
transactions, requiring to be treated on different principles, and car- 
ried on by different methods. A discount of commercial bills is 
one thing; but a loan is an entirely different 4zmd of thing. If a 
banker does not understand this at first, and confounds the two in 
dealing with his customers, in keeping his books, in making out his 
balances, he is liable to be taught, by hard and painful experience, 
that he had better keep them distinct. In fact, he will, before 
long, come to know that one of the fundamental points of his 
business is to know how much of his money he can afford to have 
in the shape of loans, and to keep it down within certain limits, 
no matter what securities he has for them. The customer then 
needs to borrow money. The banker has money to spare over and 
above what he requires to discount trade bills with. On what 
grounds and principles is he to deal, then, with his customers in 


= ~~ = 


os er 


SSS ee eee 
— Oe SS SAE = 


4 
' 
) 
un 
f 
i 
iq 
“a 
} 
Cy 





286 THE BANKER’S MAGAZINE. [ October, 


this matter? I will answer this question by a little personal his- 
tory: 

I learned my business as a banker in one of the larger manufac- 
turing towns in the North of England, whose goods are to be found 
in every town and city of the United States, and of our own Do- 
minion as well. Our customers were almost wholly the manufac- 
turers of the town and district. In dealing with them we were 
constantly brought to face the question aforesaid, viz., that in nearly 
every instance our clients not only required us to give them money 
for goods sold to their customers, but to lend them money while’ 
goods were being manufactured. The established custom of the 
town was this: The manufacturer, in a confidential interview with 
his banker (I call the manager, or what you call cashier, the danker 
as he properly is), would state the amount of his annual produc- 
tion. This was the first point. The extent of his business was the 
foundation of all the rest. He would then state the amount of 
capital he had in his business; what his liabilities; what his stock 
in trade; whether he owned his manufactory; whether or not there 
were any mortgages on it, and if so, to what amount, and so forth. 
He would take the banker into his confidence, and he would do it 
as a matter of course. He would never dream of asking a banker 
to lend him money without it. The idea of having satisfactory 
relations with his banker without a full preliminary explanation 
would never enter his head. Of course, there are differences in the 
character of men. Some are more open, naturally, than others; 
some are communicative; some are reticent. But it was the well- 
understood rule, that before a man could expect to borrow a single 
pound from a bank, he should let the bank know who he was, and 
what he was. This being done, the question came up, how much 
he would want to borrow as a maximum, and what security he pro- 
posed to give for it. Some security he was always asked for. He 
would offer possibly a mortgage on his manufactory or on some 
other property (banks are not restricted in this matter in Great 
Britain ), or a personal bond signed by one or two responsible 
parties, which bond would be for the maximum amount applied 
for. The only other point was as to the time. With regard to this, 
the general arrangement was that while he was permitted to pay 
off his loan at pleasure, he was bound to do it at least once a 
year. The amount and security for the loan being agreed upon, and 
a good footing being obtained in the bank, the business bills rep- 
resenting sales of goods were discounted without the slightest re- 
straint. The only care of the manager was to see that the Joan was 
kept within the limit authorized, The troublesome customers of 
the bank—and there are always such in every bank—were those 
who, as time went on, wanted to borrow more than was first 
agreed upon or security given for. These loans, and this is a pri- 
mary point of difference between banking in England and this Con- 
tinent, were not in the shape of.bills at all. There was not a 
bill in the bank but represented sales of goods. The loans of the 
bank were not in the bill-case, they were simply recorded in the 
ledger. As respects the commercial bills of customers, these were 
discounted without restraint, and for this reason: 

They were universally for goods so/d and delivered. 

They were all payable at a distance; ninety-nine out of a hun- 
dred of them were invariably paid. Renewals were scarcely heard 
of, and if a customer was caught putting into the bank bills not 
representing a sale and delivery of goods, it was treated as a fraudu- 
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lent transaction—the next door to forgery—and the account was 
closed without mercy. On this basis the business of all the banks 
in the town (a place I may say that had a population of about 
100,000 then and about 250,000 now) was carried on, and it prevails 
substantially in the banks of England and Scotland to this day. 
With slight differences as to detail of book-keeping, X&c., in vari- 
ous parts of the United Kingdom, the fundamental principle is 
thoroughly well observed, viz., that there shall be clear and unmis- 
takable distinction between lending money and discounting com- 
mercial bills, z. ¢., bills representing goods sold and delivered; and 
that before any money is lent to a producer there shall be a per- 
sonal communication between him and his banker and a full ex- 
position of his affairs submitted. I am well aware that there are 
in England, as well as everywhere else, abundance of tricky, dis- 
honest and unreliable persons, who will deceive bankers and obtain 
money by false pretences. All the arts by which money is raised 
illegitimately and fraudulently, all the schemes for “kiting” and 
“raising the wind” which prevail on this side of the Atlantic, are 
perfectly understood on the other; and I have no doubt are as 
much in vogue there as here. But the principle, method aad theory 
is as I have stated. 

Coming now to this continent, and looking into the mode by 
which the same necessity is met here, z. ¢., the necessity to lend 
money to a producer until he has goods ready to sell, I may 
state what is the practice with the banks in the Dominion of 
Canada. 

In its main principle, it is not unlike the practice hereinbefore 
described : The customer makes a regular arrangement with his 
banker far advances as well as for the discount of commercial bills. 
In making this arrangement he opens up his position, the amount 
of his business, security proposed, &c. So far our methods are pre- 
cisely such as obtain in the mother country. But having gone thus 
far, an important difference is made. The loans of English banks, 
as I have observed, are not in the shape of bills. They are not dzs- 
counts in any shape or form. In our practice, however, when a 
loan is arranged for, it is put into the shape of a promissory note. 
Generally there is an endorser, sometimes more than one. Where 
there is not an endorser, there is generally some other security. 
But the loan is represented by a bill or bills. These bills are dis- 
counted like commercial bills, and like commercial bills they are 
put into the bill case. They form part of what many bankers call 
their discounts. In looking over a bill case, only a practiced eye 
could discern the difference between these loan bills and commercial 
bills, although there is a fundamental difference in the character of 
the transactions. 

Some of these loan bills are unendorsed and unsecured. A cus- 
tomer may occasionally be found who is so exceptionally good, and 
whose position is so thoroughly known to his banker, that he is 
willing to lend him money for a time to a greater or lesser 
amount without security, and the promissory notes or bills repre- 
senting these loans are, in the bill case, side by side with the 
commercial bills of the same house. 

The system of having loans represented by promissory notes 
payable on definite days has some advantages, especially in making 
a loan most clearly for a definite time, and enabling the banker 
to make a specific demand for payment at that time. But it has 
its drawbacks in blinding the minds of bankers to the difference 
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of risk involved in loans of money and discount of bills; in lull- 
ing them to a false security as to the real position of their 
business, especially in the matter of the availability of -their re- 
sources. A banker will only be rudely awakened from his dreams 
of security when he finds that a large amount of his discounts, 
so called, represent nothing but loans of money, much of which 
may be locked up and utterly useless for such emergencies as all 
bankers have to face at certain times. Still, if these loans are 
properly applied for and arranged, they may be just as safe as any 
other part of a banker’s business. But it is essential to their safety 
that they be limited in amount. In fact, the banker should not 
only know the limit, but control it, otherwise he can never be se- 
cure. This is the regular established practice of Canadian banks. 
But, as in England,’there are occasional exceptions. In a financial 
center, when money is plentiful, I have known banks to employ 
brokers to offer money to houses of first-class credit without se- 
curity. If the loan is taken the firm will give its unendorsed note 
to the bank. This form of loan is objectionable, from the fact 
that there is no personal communication in the case, no opening 
up of position, no confidential interview; nothing, in fact, by which 
a banker can judge whether the loan is safe or not, beyond mere 
general information. Such loans as these are invariably to cus- 
tomers of other banks. But they are not approved by conservative 
bankers. 

In proceeding thus far you will observe I have brought before 
you “one-name paper” of two separate and distinct sorts. 

First—Unendorsed and unsecured paper representing loans con- 
tracted by a customer from his banker in a regular and authorized 
manner, and with “inside” and confidential information. 

Secondly — Unsecured and one-name paper, representing money lent 
in a casual way, and generally at the banker’s own instance, to cus- 
tomers of other banks, entirely on their general reputation. These, 
however, are comparatively rare transactions. But there is another 
class of “one-name” bills, and I apprehend it is with regard to 
these that any discussion is now going on. In the United. States 
(I speak under correction) the same fundamental conditions of 
business give rise to the same necessities. Here, as elsewhere, sales 
of goods are settled by trade-bills. The discount of these bills 
forms the most legitimate outlet for a banker’s funds. But here, 
as elsewhere, arises the necessity of raising money during production, 
and a custom has originated which, I think, is different from any- 
thing known in Canada or Great Britain. A firm will write out 
promissory notes for various amounts up to the extent of its re- 
quirements, and send them to bill brokers in New York or other 
financial centers. The broker will apply to one or more banks, and 
offer the bills for discount, or, as the ‘general term is, for sale. The 
banker, if he discounts the bill, does so purely and solely upon such 
information as he may have at the time. It may be more, or it 
may be less; it may be partial, or it may be almost complete; but 
generally it may be described as “ outs¢de” and not “ zuszde” infor- 
mation, not confidential, but general. There is no communication 
between the borrower and the lender. And (what is a vital point) 
he must be in entire ignorance of the fofal amount of loans that 
are being floated in this manner by the borrower. Here is the es- 
sentially weak point. The banker, if he has no knowledge of the 
total, which is bad enough, has no control of the total, which is 
worse still. Indeed, as the practice has been carried on, the banker, 
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in a center like New York, is often in absolute ignorance of the 
real position of the borrower. He thinks he knows it; but what 
he knows is not the real fact, but only what certain people think. 
There are various degrees of information. If a banker only bought 
the bills of firms in his own city, so long as they were not his 
customers, his information would be more or less defective. But 
to a center like New York are forwarded bills of this kind from 
all parts of the United States. I have, myself, looked over the bill 
cases of brokers (for, as you know, Canadian banks keep large sums 
of money at times in New York), and have observed the one-name 
unsecured bills of firms and corporations in New England, Pennsyl- 
vania, Ohio, Illinois, and almost every State in the Union. A 
broker would offer sometimes very tempting baits in the way of 
discount; but I was never tempted to “bite” in a single instance, 
and it was because I reasoned the matter out on general prin- 
ciples. What do I know about this manufacturing corporation in 
Ohio? How can I tell the real position of this big company in 
Massachusetts? Mercantile ratings are very well and very useful, 
but they hardly warrant my lending money to people whom I never 
saw in my life. So I invariably returned an answer in the nega- 
tive to all such applications, and experience has justified the con- 
clusion, A shrewd director of a bank, not five hundred miles from 
this city, told me how he had dealt with a matter of this kind 
when it came before his board. The paper of a well-known and 
highly-rated firm in a leading branch of industry was brought before 
them by brokers, who had it for sale. The board of directors, at 
the next meeting, considered the question. The house had a first- 
rate reputation, high credit, splendid connections, and a business 
said to be lucrative much beyond what is common. Some of the 
board were in favor of buying it on these grounds. He told them, 
however, that he had consulted the president of the oldest bank 
in the place about it. The president aforesaid shook his head, said 
he never touched the paper, though he had often had it offered 
him. “There’s too much of it,” said he; if you buy what they 
offer you, they will soon offer you more, and you can get any 
amount you want. It does not matter whether it 1s $10,000, or 
$100,000, or $ 500,000—they will make it for you.” The shrewd old 
president had found out all this by close enquiries, and gave his 
advice for what it was worth. My friend reported this to his own 
board, and they fortunately took his advice. Not long afterwards 
the concern burst up. Numbers of firms were found interlaced to- 
gether. When the main prop was taken away they all fell, and 
their paper was found floating about in scores of banks all the 
way from the Atlantic Ocean to Chicago. I happened to know 
something of the circumstances of this case, for they had connec- 
tions in Canada, and the Canadian banks lent one branch of the 
concern money; but it was lent in the manner first reported, z. ¢., 
after confidential interviews, specific information, and with resources 
in palpable view. The parties finally stopped payment there also. 
But the issue was widely different. For, while the Canadian banks 
got paid in full, the unfortunate buyers at haphazard on this side 
received less than ten cents on the dollar. 

I do not produce this by any means as showing that all the 
banking wisdom of the Continent is on our side of the line. It 
does occasionally happen that a banker in Canada will break 
through established customs and try his hand at buying the one- 
name bills of well-known American houses from brokers. We have 
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had two cases of this kind during the last year. A house whose 
bills were bought was reputed to be worth millions, marked A I 
with a star, said to own immense and valuable properties, and all 
the rest of it. The house collapsed about a year ago, to the aston- 
ishment of everybody but a very few knowing ones, who had inside 
information; perhaps two or three people in all. Those who lent 
them money without ever seeing them, on mere outside report, and 
trusting to the A I with a star, and so forth, have got severely 
bitten for their folly. No, all the wisdom is not on our side, by 
any means. I adduced the former instance, however, to contrast 
the two methods of lending money and their consequences, respect- 
ively. The force of the contrast is very apparent. The lender 
who makes a transaction after personal intercourse, close enquiry, 
and inside information, gets paid in full; the others, who bought 
this one-name paper on outside report, got next to nothing. 

It is not always that persons can judge wisely, and come to 
correct conclusions about methods of business which differ from 
their own. But in this case the matter can be brought within the 
operation of general principles, such as are applicable in every 
country and to every banking system. It is for this reason that I 
have ventured to deal with it in your presence. The custom of 
making one-name paper and selling it through brokers is not estab- 
lished amongst us. But it is one that can be judged of on the 
general principles I have laid down. It may easily be seen that I 
regard the practice as illegitimate for the borrower, and dangerous 
for the lender. It is not only illegitimate for the borrower, but in 
the long run disadvantageous. To the borrower it encourages an 
extended and inflated style of business. It leads also to business 
and personal extravagance. The old adage, “easy come, easy go,” 
is perfectly applicable to this case. When money in quantity can be 
had by the simple process of writing out a promissory note, with- 
out any necessity to pledge security or to ask a personal guarantor, 
or even to make explanations to the lender, it is scarcely in hu- 
man nature to use money so obtained economically and carefully. 
And the want of economy and care introduced into business on a 
large scale can have but one result. There is many a poverty- 
striken man to-day “loafing” about our cities in enforced idleness, 
who in all probability would have been on his feet had he not 
been able to borrow money so easily. The best friend that a bor- 
rower can have, is a lender who is careful of the amount he parts 
with and the security he lends upon. : 

With respect to loans without security which are negotiated in 
a legitimate way, there is a vast amount of false pride afloat in 
the community. Some people think that a sort of slight is in- 
flicted upon them when they are asked for. security, forgetting that 
the very act of borrowing puts them upon a dependent footing. 
The true pride in the case is that of a very rich mercantile firm, 
whom I once knew well. On the rare occasions when they found it 
necessary to borrow, it was their pride to be able to put down Govern- 
ment securities as collateral. They were too proud to ask the banker 
to lend them money as a personal favor—a form of pride which 
might be imitated with advantage by many people whose vanity is 
greater than their means. | : 

To sum up the whole matter, it may be concluded that in a 
manufacturing and commercial community there will always be, on 
the part of some firms, a necessity to borrow money to a greater 
or lesser extent during the process af manufacture and for other 














1884. | ONE-NAME PAPER. 291 


reasons. When money requires to be borrowed, the rational and 
business-like mode of doing it is to approach the lender, who is 
generally as glad to see a good borrower as the borrower is to see 
him. When the borrower is a man of business and the lender is 
a banker, the way for such applications is perfectly open. It is the 
banker’s business to listen to applications for the employment of 
money. The borrower, as a rule, finds it of the greatest possible 
advantage to open up his needs to his banker, to consult with him 
about various phases of his business, and especially as to that particu- 
lar phase of it which leads to the necessity for a loan. A banker's 
cautious and prudent habits may be in the highest degree advan- 
tageous to the borrower in the way of information and advice, re- 
straint or direction. Many a man has had reason to be grateful 
to his banker again and again for such advice, which comes most 
naturally and readily to hand at a time when loans of money are 
being applied for; and many a man has reason to be thankful that 
his banker at certain times refused to lend him money. I say, 
then, that the legitimate, natural and proper manner for money to 
be borrowed by a person wanting it is to make application in per- 
son. The banker, on his part, when such applications are made, has 
the opportunity of personal conference with the borrower and can 
judge whether it is safe and prudent, under the circumstances, to 
lend an amount, more or less without security. In doing so he has 
the whole position before him, the nature of the business, whether 
it is risky or otherwise; the extent of the business, whether it is 
in proportion to capital or not; the amount of the loan, whether 
it is reasonable or unreasonable; whether, if he cannot safely lend 
the whole that is applied for, he may safely lend a part, and the 
party applying be contented with this smaller amount, or whether, 
in his own interest and that of his customer (for the interests are 
identical) he should not refuse to loan anything without security 
at all. This mode of doing the business puts the matter on a ra- 
tional footing, On the other hand, when you look at the practice 
of floating bills by the borrower, and the purchase of them in the 
open market by a banker, without personal communication, we find 
that its tendency for the borrower is to lead to undue inflation, un- 
regulated expenditure, and general business extravagance. As for 
the banker, it puts him in the position of lending money to a per- 
son who never asked him for it, whom he has never seen, whose 
affairs he only knows by common report, he being entirely ignorant 
how much is being borrowed altogether; ignorant, also, whether the 
purpose to which the money is to be applied is a wise or foolish 
one, whether, in fact, it may not be applied to pay gambling debts, 
to run race horses, to build swell villas at fashionable watering 
places, or ambitious extensions to factories quite big enough already, 
or to create a corner in cotton, corn or lumber, or in fact to dissi- 
pate the money in any one of the thousand ways by which “fools 
and their money” are parted. 1 do not say that the money raised 
in this manner is generally employed in any of these illegitimate 
ways. We may be thankful that it is only a certain percentage of 
the community that are either rogues or fools. But I do say, that 
if a person desired to raise money for any one of these illegitimate 
objects, the very best mode of doing so would be by floating his 
paper, if he could, in the open market, and that the practice of 
buying such paper by bankers affords splendid facilities for it. Need 
I say, then, that I regard the practice as fundamentally and radi- 
Cally bad? It is contrary to common sense and sound reason. It 
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is as bad for the borrower as for the lender. It has inflicted fright- 
ful losses upon the banking community in the past, and if con- 
tinued it will inflict frightful losses again. It ought, therefore, to 
be abolished, and the best way to abolish it as a whole, would be 
for each banker to abolish it for himselt, by refusing to have any- 
thing to do with it, so far as he is individually concerned. 
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THE BANKING SITUATION AND PANICS. 


At the Annual Convention of the American Bankers’ Associa- 
tion, Saratoga Springs, the following remarks were offered by Mr. 
William Ernst, President of the Branch Northern Bank of Ken- 
tucky, Covington, Ky.: 


The subjects upon which I have been requested to give my views 
in a brief address are as follows: 

First.—“ The financial and banking situation.” 

Secondly.—“ Suggestions tending to prevent panics, and make our 
banking system more responsive to the wants of business, especially 
in periods of monetary perturbation and commercial pressure.” 

First-—What is, at this time, the financial and banking situa- 
tion ? ; 

It is one of uncertainty and partial distrust, but with some ele- 
ments of hopefulness. The financial operations of the country are 
so intimately connected with, and so largely controlled by, the 
banks, that whatever weakens confidence in them must affect unfa- 
vorably every financial interest. That confidence in banks has been 
seriously shaken by the unwise management of some, and the dis- 
honest management of others, resulting in the failure of many 
banking institutions, is a proposition that will be accepted by this 
Association without argument. All of its members have felt it in a 
greater or less degree. 

Whilst it is true that the large majority of the banking institu- 
tions of the country have been honestly and well managed, and are 
as worthy of confidence now as at any time in their history, there 
are many not deserving of this commendation, and the manage- 
ment of some of them has been of such a character as to involve 
them in trouble, and, in some instanées, in disgrace, and thus to cre- 
ate in the public mind a measure of distrust of all banks. This 
feeling is not so active now as it was some time ago, and in all 
probability will soon pass away, as all solvent banking institutions are 
gradually strengthening themselves, and the bountiful harvests se- 
cured and in prospect, have caused a more hopeful feeling among 
the people generally. But it has caused, and is still causing, exten- 
sive hoarding of money, the effect of which must be to retard 
somewhat the return of confidence and the prosperous movement 
of the various industries. 

A discouraging feature of the situation is the fact that the great 
manufacturing and commercial interests have not yielded for some 
time past, and are not now yielding, a fair and reasonable return 
for the capital and labor employed in them; have, indeed, in many 
instances, been carried on, and are now being operated, at a posi- 
tive loss. So long as these important interests shall continue in a 
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depressed condition, financial prosperity is impossible. But, with the 
large actual and prospective yield of agricultural products, which, 
after all, are the real foundation of prosperity, we may reasonably 
hope for an early improvement in the other great branches of in- 
dustry; and along with that will come restored confidence and a 
healthier financial condition. While, therefore, the present financial 
and banking situation is one of uncertainty and partial distrust, it 
is not without features of encouragement and hopefulness. 

Second.—How to prevent panics, and to make our banking system 
more responsive to the wants of business, especially in periods of 
monetary perturbation and commercial pressure ? 

A panic is caused by a keen sense of danger suddenly taking pos- 
session of the mind. The danger may be real or only imaginary, 
but a panic is the result in either case. It may not be possible 
to prevent a panic arising from imaginary danger; but such panics 
are, from their nature, short-lived and not usually productive of 
much harm, especially in financial matters. They may also be gen- 
eral, or only local. | 

A general financial panic can arise only from a widespread loss 
of confidence in the soundness of banking institutions generally, 
caused by revelations of weakness and dishonest or incapable man- 
agement in unexpected quarters. And the panic in its intensity, 
continuance and destructiveness will correspond to the number and 
character of such revelations. The chief responsibility for financial 
panics is thus brought home to the banks themselves. We must, 
therefore, look to them for a preventive. 

1 cannot, in a brief address, as this is required to be, enter upon 
a discussion of the general principles that underlie and control 
sound banking, but will notice some deépartures from those prin- 
ciples, to which may be directly traced the present financial situa- 
tion; and having discovered the cause, it will not be difficult to 
suggest means to prevent a recurrence of similar disasters, or, at 
least, to make them less frequent. 

It must be borne in mind that the banks are the depositories 
of the larger part of the credit and surplus cash of our entire 
people. According to the report of the Comptroller of the Cur- 
rency for 1883, the net deposits of the Savings banks, State 
banks and private banks on November 30, 1882, was $1,782,000,000, 
and of the National banks on December 30, 1882, $1,119,000,000, 
(omitting fractions in both cases) making an aggregate de- 
posit of over $2,900,000,000, The data in my possession do not 
enable me to determine the percentage of cash held at those 
dates by these institutions against this vast liability; but from 
the same authority it appears that on October 2, 1883, the amount 
of individual deposits with National banks was $ 1,063,000,000, 
There was due to banks, at same date, $270,000,000; due from 
banks, $208,000,000, showiny an excess of liability of $62,000,000, 
which added to the individual deposits, gives their aggregate cash 
liability of that date as $1,125,000,000, The total amount of cash 
on hand at the same date, including United States certificates of 
deposit was, according to the same report $211,000,000, which is 
only about eighteen and three-quarters per cent. of cash means to 
cash liabilities; and this, probably, fairly represents the percentage 
of cash reserve held by the other classes of banks and bankers—a 
reserve manifestly insufficient to meet any unusual demand from de- 
positors, and at the same time extend reasonable aid to the busi- 
ness of the country. The public being so largely interested in the 
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soundness of the banks will keenly watch their operations, and 
quickly take alarm upon the first indications of weakness. Hence 
the necessity of keeping the banks at all times strongly fortified. 

The first departure, therefore, from the principles of sound bank- 
ing is found in the fact that the banks as a whole, have worked 
too closely on their deposits—have kept insufficient cash reserves. 

A second departure from the principles of sound banking is found 
in the pernicious system that has prevailed among banks in all 
parts of our country of allowing interest on deposits payable on de- 
mand; in other words, of borrowing money payable on demand to 
loan on time. The evils of this system are manifold. 


Ist. It creates liabilities on the part of banks greatly dispropor- 
tioned to their capital. 

2d. It forces banks to use too large a portion of their deposits in 
loans. 

3d. In times when the demand for money for commercial and in- 
dustrial purposes is sluggish, and interest-bearing deposits accumu- 
late, the banks are strongly tempted to loan on speculative or 
doubtful securities, taking risks they would not take if the money 
on hand were not costing them anything. 

4. It causes country banks to place a large portion of their cash 
reserves with interest-paying banks, instead of keeping them in their 
own vaults, thus concentrating a large percentage of the surplus 
cash of the country in the great commercial centers, where specu- 
lation often runs riot, and subjecting the financial interests of the 
whole country to the risk always connected with speculative opera- 
tions. 

There is another feature in the business of many of the banks» 
especially in some of the larger cities, that I regard as a departure 
from the principles of sound banking, viz.: The custom of loaning 
large sums to persons engaged in purely speculative transactions in 
stocks, provisions, grain, &c. 

The question of morals involved in this custom, and the business 
it supports, it is not my purpose to discuss. I shall notice only its 
influence upon the banks and upon the industrial interests of the 
country generally. 

First.—Its influence upon the banks. 


The custom is to loan on call, taking stocks, bonds, etc., as col- 
lateral, anda large part of the assets of many of the banks con- 
sists of such securities. When the money market is easy and quiet, 
banks holding securities of that kind can realize upon them at 
pleasure, and they feel safe in loaning out their means to the full 
limit. Suddenly the danger signal is seen, and the banks, conscious 
of their weakness, at once proceed to strengthen themselves by vig- 
orously calling in their loans. The calls coming from all quarters 
at the same time, the debtors are unable to borrow elsewhere, and 
cannot respond to the calls upon them. The securities are placed 
on the market and sold at a heavy loss. The anxiety to realize 
upon them is, generally, in proportion to the difficulty of effecting 
sales, and they continue to be pressed upon the market until prices 
drop twenty-five to fifty per cent. below the prices previously cur- 
rent, and a panic ensues, which, in its damaging effects, is felt 
in every part of the country and by every interest. Unhappily 
this is no fancy sketch, but one that finds its counterpart in late 
events, and in others recorded in the financial history of our 


country. 
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Second.—Its influence upon the commercial and industrial interests 
of the country generally. 

It will hardly be questioned that the main purpose for which 
banks were instituted was to aid the commercial, manufacturing 
and other industries requiring capital for their successful prosecu- 
tion. 

Now, just to the extent that aid by the banks is withheld from 
those interests and diverted to the support and encouragement of 
purely speculative operations, are those interests injured and crip- 
pled. And, as has been before remarked, when those interests are 
depressed all others languish in sympathy with them. 

Besides, it tends to create fictitious prices, not only of stocks 
but of the staple products of the country, thus interposing a bar- 
rier that obstructs the free movement of those products between 
the producer and the consumer, both home and foreign. 

Now, a system of banking that is attended with danger to the 
banks themselves, by preparing the way for panics, with their multi- 
tudinous evils, that encourages speculation with its demoralizlng in- 
fluence both upon character and business, and withholds needed 
aid from the various wealth-producing industries of the country, 
must be regarded as unsound, and should be discarded. 

We ure now prepared to answer the second inquiry, viz., how to 
prevent panics, and to make our banking system more responsive 
to the wants of business, especially in periods of monetary perturba- 
tion and commercial pressure. 

First.—Capable and honest men only should be placed in charge 
of banks, and as soon as any officer of a bank is found to be engaged 
in speculative operations beyond his personal means, he should be 
instantly dropped. 

Second.—Every bank should keep a cash reserve, 2% zts own vaults, 
of at least thirty per cent. of its cash liabilities. For however 
uniformly the deposits may run for a time, they are not a part of 
the bank’s capital, and should not be treated as such. Occasions 
will certainly arise, in the vicissitudes of business, when unusual 
demands will be made upon them by depositors, and these occasions 
are sure to come at unexpected times. 

Third.—Abolish entirely and forever the custom of allowing in- 
terest on demand deposits, and discredit every bank and private 
banker that continues the custom. 

Fourth —Extend liberal aid to commercial, manufacturing, agri- 
cultural and other branches of industry, and loan no money to 
persons engaged in purely speculative operations, either as principal 
or broker. 

If these simple principles shall be adopted and rigidly adhered 
to, financial panics of extensive action will be scarcely possible, 
certainly will be of rare occurrence. Seasons of monetary per- 
turbation and commercial pressure there may be, and _ probably 
will be; but the banks will be in a condition to steady the one 
and relieve the other. 
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SURETIES ON OFFICIAL BONDS. 


The following article is an extract from one on the above sub- 
ject, by Guy C. H. Corliss, which appeared in the A4any Law Jour- 
nal, Within a few months several adjudications have been made 
concerning the liabilities of parties on bonds given by bank of- 
ficials. 


The question is often presented as to the liability of the surety 
after the expiration of the term of office on a bond providing for 
the faithful performance by the principal of the duties of his office 
so long as he shall continue in office. The decisions are quite uni- 
form on this point, and the rule they establish is that the surety 
is not liable, even though the statute provides that the officer shall 
remain in office after the expiration of his term until his successor 
has qualified, and the officer remains in office and commits defalca- 
tion after the term of his office has expired, there having been no 
successor elected or appointed or none having qualified. <Ardington 
v. Merrick, 3 Saund. 403, is the leading case. The bond,-after recit- 
ing that one J had been appointed deputy postmaster for six months, 
was conditioned for the faithful execution by ] of the office “ dur- 
ing all the time he shall continue postmaster.” Held, that the surety 
was not liable for funds embezzled by J after the expiration of the six 
months. This case does not quite sustain the broad rule above 
expressed, because there was no statutory provision that the officer 
should remain in office until his successor should qualify. But in 
the following cases the precise rule was established, as in each of 
them it appeared that the officer was to hold over until the qualifi- 
cation of his successor, and in each the bond was conditioned for 
the faithful discharge of his duties during his continuance tn office. 
Riddel v. School Dist. 15 Kans. 168; Mutual Loan & Build. Assn, 
v. Price, 16 Fla. 204; Chelmsford Co. v. Demarest, 7 Gray 1. 

In Thompson v. State, 37 Miss. 518, the Supreme Court of that 
State held that a surety under such a,statute and such a provision 
in the bond should be liable until a successor had actually qualified. 
To same effect is Chazrman of Common Schools v. Daniel, 6 Jones 

. ,The doctrine of these two cases rests upon the assumption 
that the provision of the statute, that the officer shall continue to 
discharge the duties of his office until his successor has duly quali- 
fied, renders the term of office indefinite, and of course the natural 
sequence of this construction of the law is that the liability of the 
surety on the official bond is correspondingly indefinite. The argu- 
ment may be thus expressed: The surety is fully informed by the 
law that the term of office of his principal may be indefinite by 
reason of an omission to appoint or elect a successor. It is with 
this knowledge that he signs the bond. Why should he not be 
bound until such successor has been elected and has qualified ? The 
fallacy of this reasoning lies in the assumption of the proposition 
from which the conclusion is deduced. The surety is ot apprised 
by the law that his principal’s term of office may be prolonged in- 
definitely. He knows that the sole object in inserting a provision 
in the law extending the tenure of the office until the appoint- 
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ment of a successor is to obviate the possibility of a vacancy in the 
office. 

The purpose is zo¢ to extend the term indefinitely. 

This is the universal understanding as to the object of such a 
provision. It is very clearly expressed in Welch v. Seymour, 28 
Conn., at page 391: “A provision for an extension of an official 
term until a successor is appointed is well understood and intended 
to be a precaution against a vacancy or lapse in the office, not to 
create an unlimited tenure.” 

The same 1s stated by the court in Czty Council of Montgomery v. 
Hughes, 65 Ala. p. 208. It is therefore manifest on principle that 
when a surety signs an official bond under such circumstances, he 
signs it with the most implicit belief justified by the universal in- 
terpretation of such a provision in a statute, that the term of office 
will zo¢ be extended beyond the statutory term, and such reason- 
able time thereafter as may be necessary to secure the appoint- 
ment and qualification of a successor in office. He has a perfect 
right to assume that his liability will be commensurate in point of 
time with this term. For the court to extend his responsibility 
to a period beyond such term is to interpolate into the surety’s 
contract a provision not therein expressed, and in effect to fasten 
upon him a liability to which he has never assented. 

The most reasonable rule is that which was enunciated by the 
Massachusetts Supreme Court in Chelmsford Co. v. Demarest, 7 Gray 
1, and adopted in the following cases: Sufervisors v. Kaine, 39 Wis. 
468; Mutual Loan & Build. Assn. v. Price, 16 Fla. 204; Mayor, etc., 
of Rahway, 40 N. J. L. 207. These cases hold that the surety is 
liable for such reasonable time after the term and before the suc- 
cessor is appointed “as is reasonably sufficient for the election and 
qualification of his successor, and no longer.” 

Where either the statute provides that the officer shall hold over 
after his term until his successor is appointed or the bond is con- 
ditioned for the honest performance of the duties of the office by 
the principal during hs continuance in office, the authorities are 
unanimous to the effect that there is no liability after the expiration 
of the statutory term. Whether the doctrine of a reasonable time 
would obtain in such a case has not been very often presented to 
the courts. It was presented in 40 N. J. L. 207, and the court held 
it did obtain. The authorities which support the proposition first 
expressed are the following: Hassell v. Long, 2 Maule & Sel. 363; 
Liverpool Water Works v. Atkinson, 6 East, 507; Kzngston Mut. Jus. 
Co. v. Clark, 33 Barb. 196; State Treasurer v. Mann, 34 Vt. 371; 
Leadly v. Evans, 2 Bing. 32; Welch v. Seymour, 28 Conn. 387; Kztson 
v. Julian, 30 Eng. L & Eq. 326; Dover v. Twombly, 42 N. H. 59; Moss 
v. State, 10 Mo. 338; South Carolina Soc. v. Johnson, 1 McCord 41; 
Mayor v. Howe, 2 Harr. 190; County of Wapfello, 10 lowa 39; Mont- 
gomery V. Hughes,65 Ala. 201; Commonwealth v. Fairfax, 4 Hen. & 
Munf. ( Va.) 208. Of course where the bond in express terms pro- 
vides that the surety shall be bound while the principal shall re- 
main in office, whether in consequence of the original or of any 
other election, the surety will be responsible for any default oc- 
curring after the expiration of the first term, provided the princi- 
pal is in office under an election or appointment. Oswold v. Mayor 
of Borwick, 5 H.L. Cas. 890; Angero v. Keese,1 Mees. & Wels. 390; 
People’s Build. Assn. v, Wroth, 43 N. J. L. 70. 

So where the office is for an indefinite period and the terms of 
the bond do not limit the time of liability the surety is liable so 
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long as the principal holds the office. Rzchardson School Fund v. 
Dean, 130 Mass. 245; Amherst Bank v. Root, 2 Met. 522; Worcester 
Bank v. Reed,9 Mass. 267. Cambridge v. Fifield, 126 id. 428; Com- 
monwealth v. Reading Savings Bank, 129 id. 73; Dedham Bank v. 
Chickering, 3 Pick. 335. 

Another important principle which is supported by all the ad- 
judications is that when an officer is required to perform a duty 
which is special in its nature, and he is required to give a special 
bond for the faithful performance of such duty, the general bonds- 
men, in the absence of any provision to that effect, are not liable 
for his malfeasance in the discharge of such special duty. Board 
of Suprs. of Milwaukee Co. v. Ehlers, 45 Wis. 281; Walliams v. Nor- 
fon, 38 Me. 52; State v. Young, 23 Minn. 551; County of Redwood v. 
Tower, 28 id. 45; State v. Felton, 59 Miss. 402; Commonwealth v. 
Toms, 45 Penn. St. 408; State v. Corey, 16 Ohio St. 17; State v. John- 
son, 55 Mo. 80; Henderson v. Cooner, 4 Nev. 429; People v. Moon, 3 
Scam. 123; Waters v. State, 1 Gill. 302; Unzted States v. Cheeseman, 
3 Saw. C. C. 424; Governor v. Matlock, 1 Dev. 214; Governor v. 
Barr, id. 65; Crumpler v. Governor, id. 52; State v. Starnes, 5 Lea. 
545. 
An interesting question often arises in a contest between two 
sets of sureties upon two distinct official bonds executed for two 
distinct terms of office held by the same person. It not unfre- 
quently happens that the principal, after having misappropriated a 
sum of money during one term, uses funds received by him during 
a succeeding term to make good his defalcation, and thereby 
creates a deficit in the sum for which he is bound to account 
during such subsequent term. The question is then presented as 
to which set of sureties is liable. It seems from the authorities 
that the respective liabilities of sureties and different bonds under 
these circumstances is to be determined by the law governing the 
application of payments. It is an universally recognized principle 
that a debtor may at the time of payment designate the debt to 
which his payment shall be applied, and this rule obtains even 
where the rights of sureties may be affected by such application. 
The decisions uniformly hold that the case of offczal sureties fur- 
nishes no exception to the rule; and they accord to the principal 
the right to use the funds collected during a subsequent term of 
office to extinguish a liability, created by misappropriation or in any 
other way, during a former term, provided the Government acts 
in good faith, knows nothing of the source from which the moneys 
sQ applied are derived, and has no knowledge that the officer in- 
tends to defraud the sureties on the subsequent bond. This ap- 
plication of course creates a deficit in the second term for which 
the sureties on the second bond will be liable. Egremont v. Ben- 
Jamin, 125 Mass.15; State v. Smith, 26 Mo. 226; State v. Sooy, 39 N. 
J. L. 539; S C. on appeal, 41 id. 394; Seymour v. Van Slyck, 8 Wend. 
403, affirmed in Court of Errors on same point in 15 id. 19; Gwyse 
v. Burnell, g Bing. 544, 2 Bing. N. C. 7, and 7 Cl. & Fin. 572; zzhad. 
of Colerain v. Bell, 9 Metc. 499; Chapman v. Commonwealth, 25 Gratt. 
721. Some of the cases hold that where there is an open and 
running account between the principal and the government, a gene- 
ral payment will extinguish the earlier items of the account, even 
though the effect of such an application be to exonerate the sure- 
ties on a former bond from liability, by the payment of moneys 
collected during a succeeding term, and to impose upon the sure- 
ties for such subsequent term a liability for the deficit thereby 











£884. ] SURETIES ON OFFICIAL BONDS. 299 


created. Juhadb, of Sandwich v. Fish, 2 Gray 298; United States v. 
Wardell, 5 Mason 82; Postmaster-General v. Furber, 4. id. 333; Read- 
field v. Shearer, 50 Me. 36. 

There are several cases that seem to militate against this rule. 
United States v. Eckford’s Ex’rs, 1 How. 250; Hoboken v. Kamena, 41 
N. J. L. 435; Unzted States v. January, 7 Cranch 572. Judge Story 
in a note to United States v. Wardell, supra, states that United 
States v. January did not decide the point; but the Supreme Court 
in United States, Eckford’s Ex’rs, decided 15 years later, Aeld, that 
it did and quoted with approval what was said by the court in 
that case on that point. In Hoboken v. Kamena, supra, the ques- 
tion was not directly involved, but the court expressed its opinion 
on the subject in these words: “Independent of any actual ap- 
propriation it appears to me that sound legal principle will not 
permit the application of the city funds of which the treasurer 
was in receipt subsequent to the taking effect of his last bond, to 
the relief of the sureties on the bond or bonds covering the time 
when the treasurer actually made default or was guilty of fraud or 
embezzlement.” 

The case of Seymour v. Van Slyck, 8 Wend. 403, affirmed in 
Court of Errors, 15 id. 19, recognizes the same doctrine. But 
both courts held that the intention of the officer to apply the 
payment upon the oldest items might be zuzferred from circum- 
stances. 

In the Supreme Court Judge Sutherland, after referring to the 
general rule, that a payment on account is applied by law in ex- 
tinguishment of the earliest items, says: “But in a case like this 
where, although the account is continued and unbroken, there has, 
during the progress, been a change of sureties, I am inclined to 
think the principle ought not to be applied. So far as the parties 
have not, either expressly or by necessary implication arising from 
the circumstances of the case, applied the payments, it is obviously 
just and equitable, as it regards the sureties, that each should have 
the benefit of the amount actually received by his principal during 
the period of his suretyship, so far as it can be ascertained.” And 
this doctrine is reiterated in the Court of Errors by the chancellor 
in whose opinion a majority of the court concurred. In the fol- 
lowing other cases the same rule was adopted and applied: /ost- 
master-General v. Norwell, Gilpin 106; Chapman v. Commonwealth, 
25 Gratt 721; Paw Paw v. Eggleston, 25 Mich. 36; Péckering v. Day, 
3 Hous. 474; /nhab. of Porter, 47 Me. 515; Myers v. United States, 
1 McLean 493; United States v. Linn, 2 id. 501. 

But where the government exercises its right of applying the 
payments at the time, and is ignorant of the source from which 
the money so applied is derived, and of any design on the part 
of the principal to defraud the subsequent sureties, when it acts 
in good faith, the application so made will bind the subsequent 
sureties, even though it imposes upon them a liability in exonera- 
tion of former sureties, by discharging the deficit of a former term 
with money received during a subsequent term and even though 
the officer fully applies all moneys received during such subsequent 
term to the use of the government by disbursing it in part as re- 
quired by law, and by paying over the balance in discharge of his 
deficit, or by using the whole sum received during such term to 
make good such deficit. Unzted States v. Giles, 9 Cranch 112; Af?- 
torney-General v. Manderson, 12 Jur. 383; Chapman v. Commonwealth. 
25 Gratt. 721. 
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In conclusion the reader’s attention is called to the authorities 
which enunciate the doctrine that sureties on an official bond are 
not discharged by the negligence, omission of duty, or malfeas- 
ance of another public ane. which may have rendered it pos- 
sible for the principal in the bond to commit the defalcation for 
which the sureties are sought to be charged. SBonta v. Mercer 
County Court, 7 Bush (Ky.) 576; Board of Supervisors v. Otis, 62 
N. Y. 88; Jones v. United States, 18 Wall. 662; People’s Building As- 
sociation v. Wroth, 43 N. J. L. 70. 

The principle on which the rule is founded is clearly stated in 
Board of Supervisors v. Ottis, supra, at page 95. ‘“ There is no 
good reason why the public, having exacted security from one of- 
ficial for the faithful discharge of his duties, should be held by 
implication to have guaranteed to those sureties the faithful dis- 
charge by other public agents and officials of other duties having 
we incidental or collateral relation to the duties of the princi- 
pal.” 





LEGAL MISCELLANY. 


CERTIFICATE OF DEPOSIT—ALTERATION.—Where a party takes a 
certificate of deposit from a banker, and in selling it induces and 
allows another party to fill up the printed blank so as to make it 
draw ten per cent. interest, no such rate being agreed upon by the 
banker, he adopts the fraudulent alteration as his own act, and the 
certificate becomes void. The original cause of action upon the ac- 
count was merged in the certificate, and the circumstances under 
which it became void do not justify the court in holding that it 
revived by reason of the fact that the certificate became void. No 
recovery can be had on the certificate, or on account for the money 
given for it. [ Woodworth v. Anderson. Sup. Ct. lowa.] 


INDORSEMENTS “FOR COLLECTION.”—Where the cashier of a bank 
indorsed a draft made payable to him as cashier, and such indorse- 
ment was, “ Pay to W.H. Patterson, cashier, or order, for collection 
for account of First National Bank, Lynchburg, Va.,” signed by the 
cashier, such indorsement was nothing more than a warrant of at- 
torney, authorizing the indorsee to collect the amount due on the 
draft for the indorser. It conveyed no title to the paper, but was 
notice to all persons subsequently dealing with the paper that the 
indorser had not parted with title, or intended to transfer the own- 
ership of the proceeds to another. The legal effect of the indorse- 
ment was to notify the world, that defendant in error was the 
owner of the draft, and the Citizens’ Bank (of which Patterson 
was cashier) merely its agent to collect, and had a qualified title 
for that purpose only. Morse on Banks, 52; 16 Peters 1; 1 How 
34; 3 Penn. St. 348; 22 Md. 148; 1 Wall. 166; 102 U. S. 658; 1 
Bond 389; 11 R.I. 119; 51 Iowa I5. 

2. The Central Railroad and Banking Company having collected 
the draft, receiving the same from Patterson, cashier, on an in- 
dorsement, “ Pay to John A. Davis, agent, or order for account of 
Citizens’ Bank of Georgia,’’ was liable to the defendant in error in 
an action for money had and received, and could not apply the 
proceeds to a debt due them by the Citizens’ Bank of Georgia. 
Judgment affirmed. [Central R. R. & Banking Co. of Georgia v. First 
Nat. Bank of Lynchburg, Va. Supreme Court of Appeals of Georgia.} 
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NEGOTIABLE INSTRUMENT—PRODUCTION OF NOTE AT TRIAL.—A 
person who seeks to recover upon a negotiable instrument must be 
prepared to produce it, and have it before the court on the trial, 
as controlling it, unless the instrument is lost, and the owner brings 
himself within the exemption afforded by equity or the statute. It 
is not enough to show that the note is in the possession of or 
claimed by some one else. [ WcKinney v. Hamilion. Michigan Sup. 
Court.] 

NEGOTIABLE INSTRUMENT—TRANSFER TO ONE PARTNER—PAYMENT 
TO ANOTHER.—When a note payable to a partnership firm is in- 
dorsed by the firm in blank and transferred to one of the part- 
ners before maturity, the maker, if he has notice of the transfer, 
is not discharged of his liability to the transferee by payment of 
the amount of the note to another member of the firm. [ Steven- 
son V. Woodhull, Cir, Ct., W. D., Texas.] 


FORGERY—BILL OF EXCHANGE—“ CURRENT FUNDS” UNSTAMPED, 
NO DEFENCE.—An instrument, described as a bill of exchange in an 
indictment for forgery, was in the following form: “Staunton, Va,, 
September 4, 1882. Augusta National Bank, pay to J. Edwin Laird, 
or bearer, the sum of seventy-five dollars ($75) current funds.” 
fleld, that the words “current funds,’’ as used in the paper meant 
nothing more nor less than “current money,” and so construed, 
the instrument was negotiable. That, in the absence of proof show- 
ing the law of the State of Virginia, where the instrument was 
drawn, to be different from that of Maryland, the character of the 
instrument was settled by the case of Hawthorn v. State, 56 Md. 
530, which holds that a check drawn on a bank is a bill of ex- 
change. That the fact that the check or instrument described in 
the indictment was unstamped constituted no ground of defence. 
One cannot, it is true, be convicted of the forgery of a paper ab- 
solutely invalid upon its face, and which could not operate to the 
prejudice of another. But it has never been held that an un- 
stamped instrument is, Jer se, valid. On the contrary, the decisions 
are all the other way, and on two grounds, first, the stamp laws 
were intended as revenue laws, and to render the contract invalid or 
inadmissible in evidence, it must appear by affirmative proof that 
the omission to stamp it was not the fraudulent intent to evade 
the law; and, secondly, upon application to the proper officer the 
stamp may be affixed upon the payment of the penalty, or with- 
out payment if the omission to stamp it was by reason of accident, 
mistake or inadvertance, etc. 14 United States Statutes at large, 
ch. 184, § 158; Campbell v. Wilcox, 10 Wall. 420; Black v. Woodrow, 
and Richardson, 39 Md. 195. [Lazrd v. State, Sup. Ct. Maryland, Oc- 
tober, 1883.] 

MUNICIPAL CORPORATION—POWER TO BORROW MONEY—CONFLICT 
IN AUTHORITIES.—The question of the implied right of municipal 
corporations to borrow money, or issue bonds with all the qualities 
of paper negotiable by the law merchant, has undergone frequent ad- 
judication in the American courts. It has also been extensively dis- 
cussed by the ablest elementary writers and commentators upon the 
subjects to which the question properly belongs. The weight of au- 
thority, so far as the State decisions are concerned, seems to favor 
the power. The majority of elementary writers are decidedly opposed 
to it. Alls v. Gleason, 11 Wis. 470; Bank v. Chillicothe, 7 Ohio, 
part 2, p. 31; Wéelltamsport v. Commonwealth, 84 Penn. St. 487; 
Clarke v. School District, 3 R.1. 199; Cety of Galena v. Corinth, 48 
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Ill. 423; contra Hackettstown v. Sunckham, 37 N. J. L. 191; Knapp 
v. Hoboken, 30 N. Y. 394; Dent v. Cook. 45 Ga. 323; Hamlin v. Mead- 
ville, 6 Neb. 227; Beaman v. Board of Police, 42 Miss. 238; Capmar- 
tin v. Police Jury, 23 La. Ann. 190; Dzll. Munic. Bonds, 12, 13, 143 
Dill. Muuic Corp., § 117, et seg; Burroughs on Pub. Sec., ch. 5; 2 
Daniel Neg. Inst. 1527 e¢ seg. In the Supreme Court of the United 
States, where the point is most frequently raised, the question is in 
a very unsettled state, and some of the decisions of that court 
seem difficult to reconcile with each other. Police Jury v. Button, 
15 Wall. 656; Wells v. Supervisors, 102 U. S. 625; Mayor v. Ray, 19 
Wall. 484; Lynde v. County, 16 id. 6; Hrtchcock v. Galveston, 96 U. S. 
341; see also Gause v. Clarksville, 5 Dill. 165. It is to be noted, 
however, that whenever in that tribunal the power has been sus- 
tained, it has been by a divided court, whenever it has been denied 
the court has been unanimous. The decisions, too, have been made 
to rest more or less upon the policy of the particular State in 
which the cases have arisen, in reference to the issuance of nego- 
tiable bonds by municipal corporations. [| Robertson v. Breedlove, 
Tex. Sup. Ct.] 





LETTERS TO BANKERS—BY A RETIRED OFFICIAL. 


[ FRoM THE SCOTTISH BANKING aND INSURANCE MAGAZINE.] 
No. V.—T0O THE AGENT.* 

My DEAR*‘SIR,—Any man is competent to give away money, but only a 
man of shrewdness and capacity can successfully /ezd it; and the fact that 
you have been selected by the bank for your present position is evidence 
that you are so regarded by the directors. Such an opinion is worth some 
trouble to retain and confirm, and to this end I trust that vou will pardon 
me when I mention a few points of importance bearing on your relation to 
the public, to your clerks, and to your head office, most of which, I do not 
doubt, are already known to and acted upon by you. 

Although still a subordinate, your position is widely different from that of 
those whom I have already addressed. You are now an agent, that is, ‘‘a 
person who ac?s,” and this acting must, in many cases, be solely on your 
own responsibility and according to your own judgment. 

There is a great difference between being the trusted representative of the 
bank, and being merely an instrument (like the safe key) whereby the money 
box is opened and shut by the officials at head office; and the more con- 
fidence that the bank has in your discretion, the more freely will you be 
left to act in its interest. 

The great aims of every agent are to have the amount of his deposit 
money large, and to so manage his advance business that he may be able 
annually to send up his return of bad debts a perfect blank; and if due 
regard is paid to true business principles, you should manage to effect both 
these desirable ends. 

So far as regards increase of business, the best tool in your basket is 
personal popularity; and the attainment of this is worth a good deal of 
pains, always keeping in view that the true secret is not to seek for it, but 
to deserve it. In your bearing to the public there is a wide range between 
the ‘‘rough and ready” at one end of the scale, and the ‘‘stiff and stilted” 
at the other, and the middle territory of cordiality, tempered by due reserve, 
would be your best choice. I could name one northern agent, who is to 


* Although “‘ The Agent ”’ is unknown in our own system of banking, the letter to this offi- 
cial is so full of wise enaprtio’. — good advice, that our readers will find it to be wel} 


worthy of their attention.— Ep. 
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be seen at the back of the counter with his coat off, a not very spotless 
shirt on, and a big pipe in his mouth; and in a more central district I 
know another who lives almost in solitude, as he considers only three of his 
neighbors to be fit company for him. It is clearly evident that both these 
men have mistaken their sphere in life, both being telling examples of the 
square man in the round hole. The former should have been the skipper 
of a coasting smack, and the latter should have been born Emperor of All 
the Russias, or else kept in a glass case as the highest product of social 
evolution. 

While holding it right that due effort be made to extend the business, 
it should never be forgotten that everything of the nature of canvassing for 
accounts is a dangerous game, and still more is it so when the coveted ac- 
counts are kept with other banks. When a man who, at your earnest so- 
licitation has transferred his business to your branch, asks for an advance 
which your judgment is inclined to condemn, it is a much more difficult 
matter to say ‘*‘ No,” than if he had spontaneously come to deal with you. 
Never let yourself be under obligation to any of your customers, nor in any 
way accept reward for any service done to them by you as bank agent. It 
is often a very delicate matter to refuse an offered gift, but with tact it can 
be done, and you are left in a vastly more independent position than if you 
had accepted it. 

You should make yourself very familiar with the main principles of mer- 
cantile and bankruptcy law, with the management of trust estates, and the stat- 
utes regulating succession to the estate of deceased persons. The banker is 
constantly appealed to on such points, and the more that he comes to be 
regarded as a trustworthy guide, the more will his business grow in various 
directions. On one point you should be especially careful. I refer to wills. 
These, unless of a very simple kind, you should decline to write, as cases 
of complication and dispute are frequent and troublesome, and any mistake 
traceable to you would much interfere with your success as a banker. 

Always be straightforward with your customers. If you have to refuse an 
application, do so on the true ground of your unwillingness, and not on the 
pretext of its being near the end of the month, or close on balance time, 
or any such plea. An evasive reply may serve your purpose at the time, 
but like the ‘‘ boomerang,” it will probably come back on your own head 
when least you expect it. 

A letter written by head office at your request may sometimes help you to 
get payment from a slow debtor, or to easily refuse a doubtful advance ; 
but this should be regarded as a last resort, and as lessening your own 
future influence. Strong remedies should be sparingly used; the driver who 
perpetually wields the whip soon finds the voice of no effect; and the man 
who takes opiates to obtain sleep soon loses the faculty for natural slumber. 

The subject of politics, local or natural, is one of some delicacy; but you 
may depend upon it that the man who is always ‘‘of the same opinion as 
the last speaker” gains the respect of none. To have mo views on great 
questions reveals weakness of mind, while to have such and conceal them 
shows a want of backbone which does not tend to public confidence. The 
honest avowal and upholding of your convictions, however, does not include 
the perpetual thrusting of your ideas under the nose of those who differ 
from you; and the prudent banker, more, perhaps, than most men, will 
hold himself aloof from parochial squabbles and acrimonious controversies. 

Touching the internal duties of the office, you should, whether trained in 
the bank or not, study the system of bookkeeping, that so you may exercise 
an intelligent supervision of the transactions for which you are responsible. 
This, however, should never extend to the point of superseding your own 
accountant. As the old proverb says, ‘‘ There is no use keeping a dog if 
you are to do all the barking yourself,” and few things are more disheart- 
ening to an intelligent lad than to have his reasonable authority over the 
juniors entirely upset by the constant interference of the agent in trifling 
matters of detail. Your accountant is responsible for the bookkeeping, and 
should be heartily supported by you. If you wish any change made, give 
your instructions to Aim, and let him deal with the others. 
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It is a very distinct part of your duty to count the cash at irregular inter- 
vals—not in a perfunctory way, but the whole stock minutely; and the 
custody of the keys should receive special attention. The bank always pro- 
vides a safe of undoubted security, but the strength of a chain is measured 
by its weakest link, and the best safe is useless if the keys are avail- 
able. Should there be several locks, it is desirable that the keys be not 
in the possession of the same person, or if they have to be so, then they 
should be kept in different places, and these places occasionally changed. 
Bank-safe robberies have been rare in Scotland, but we cannot presume on 
this immunity, and the practice of always keeping the whole bunch of keys 
in one drawer, known to every inmate of the house, past and present, is a 
positive invitation to wrong doing. As a well-known banker said to me one 
day, the keys are really safer when hung in the tail pocket of an old coat 
where their presence is unsuspected, than if kept in an iron chest and 
widely known to be there. 

The duty of watching over the outside behaviour of your clerks is also 
one of extreme importance. If their habits and associates are bad, you have 
no comfort, and the public have little confidence, The young men should 
regard you as their friend, and they can be taught to do this only if you 
indeed are so. Many a promising young man has made shipwreck of life, 
where a kindly interest shown by the agent would almost certainly have 
averted it. Your position gives you the official right to rebuke or to report, 
but there is ‘‘the more excellent way” of human sympathy and timely 
guidance. 

Your duty to your head office may be summed up in a single sentence— 
Be open and frank, Let all your reports be full and explicit. It is very 
irritating to a manager to get a whole page filled with ‘‘safe,” ‘‘ ditto,” 
‘‘ditto,” “ditto.” If the advances you make were not supposed to be safe, 
you would not be continued in your agency. What is wanted is some defi- 
nite statement of the reasons for your faith, and this need by no means be 
a lengthy or laborious task. And finally, in no case, nor under any tempta- 
tion whatever, should you conceal anything. If you have made a mistake in 
judgment, say so. 





NATIONAL-BANK AND LEGAL-TENDER CIRCULATION. 


Statement of the Comptroller of the Currency on October 1, 1884, showing 
the amounts outstanding at the dates named, and the increase or decrease of 
National-bank notes and of legal-tender notes: 


NATIONAL-BANK NOTES. 


Amount outstanding June 20, 1874 - B 349,894,182 
sig - January 14, 1875.. » cocegecococoonaconoves 351,561,450 
ws a May 31, 1878. . cece nashiianiaeinaadciiguitin dntenh » 322,555,965 
" e i”, EE ee = § 
Decrease during the last month 775,742 
Decrease since October 1, 1883......... ssenendnaseessenmnieameneniens : 17,320, 313 


LEGAL-TENDER NOTES. 
Amount outstanding July 20, 1874.. PTT 
*¢ January 14, 1875... _— 382,000,000 
‘¢ retired under Act of January 14, 1875, to May 31, 1878. 35,318,984 
** outstanding on and since May 31, 1878.. weceseoee 346,681,016 
on deposit with the Treasurer U. S. to redeem ‘notes of 
insolvent and liquidating banks, and banks a 
circulation under Act of June 20, envntin » aetien 40,021,760 
Increase in deposit during the last month. o eocceccccceccoecs 943,029 
Increase in deposit since October 1, 1883..........s+ss0+: pcevocecoe 3, 200, 259 


H. W. CANNON, Comptroller of the Currency. 


* Circulation of National gold banks not included in the above, $550,334. 














INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. STOPPING PAYMENT OF CHECKS, 


What is the right of maker of a check to stop payment thereof; and 
what is the obligation of a bank to pay such check in the hands of an inno- 
cent holder ? 


REPLY.—The maker may stop payment of a check at any time before actual 
payment or certification has taken place, and the bank is under no obliga- 
tion whatever to the holder. 


II. TAXATION OF BANK SHARES. 


The A National Bank holds a considerable amount of the capital stock of 
the B National Bank, which stock pays, through the State Treasurer, a tax 
to the town where the A Bank is located. In valuing for the purposes of 
taxation the shares of the A Bank, should it deduct the amount of the B 
Bank stock held by it, the same as it deducts real estate? 

The Statute of Massachusetts requires that bank stock shall be taxed at its 
market value, deducting the value of real estate owned by the bank, and 
saying nothing as to other property—doubtless supposing that the bank would 
not hold any other taxable property. But the law makes special mention in 
regard to Savings banks that the value of any bank stock held by them shall 
be deducted for the purposes of taxation. | 

REPLY.—In our opinion the value of the stock held in the B Bank should 
be deducted. The power which a State has to tax a National bank is de- 
rived from, and governed by, the provisions of the National Bank Act; and 
by that Act, the State is forbidden to tax bank stock at a rate greater than 
it taxes other moneyed capital in the hands of its citizens. In Massachu- 
setts the taxes upon National banks are paid directly to the State Treasurer, 
and by him distributed, through a system of credits, among the different 
towns and cities, according to the residences of the different stockholders. 
The taxes upon all the stock of the B Bank must be paid by that bank 
directly to him, and if the A Bank is not allowed to deduct the amount of 
its stock in the B Bank, from the value of its own shares, it will thereby, to 
that extent, be subjected to double taxation, and so to taxation greater than is 
imposed upon moneyed capital in the hands of other citizens of Massachusetts, 
which the Bank Act forbids. It is, therefore, entitled to make the deduction, 
whether the State law provides for it or not. 


III. INTEREST ON MUNICIPAL BONDS. 


In 1873 this city issued bonds, payable on the first of August, 1893, con- 
taining the following clause: ‘‘ But the city may, at any time after ten years 
from the first of August, 1873, pay this debt.” 

The bonds were made payable at the First National Bank of this place. 
Before August I, 1883, the city deposited funds to pay the bonds and in- 
terest. A party to whom the coupons, due August Ist, 1883, upon a num- 
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ber of the bonds, were paid, was notified by letter that the money was de- 
posited to pay the principal. The party receiving the notice was not the 
owner of the bonds, but the agent of the owner, and neglected to forward 
the notice to his principal. No official notice of the deposit of the money 
was given further than an item in the local newspapers. Can the owner of 
the bonds, who did not present them for payment, but held them a year 
longer, now claim interest after August Ist, 1883? 


REpLy.—We think not. The ordinary rule is, that where money is due 
and payable at a particular place, if the party is ready with his money at 
the time and place agreed upon, he cannot be charged with interest after- 
wards. In this case the city appears to have acted with reasonable diligence. 
It gave a written notice to the party presenting the coupons for payment, 
that it was ready to exercise the power given it in the bond, and pay ‘the 
principal, and the party so notified was the agent of the owner. It is a 
general rule that notice to an agent, in a business with which he is entrusted, is 
notice to his principal, and this appears to be a case in which the rule should 


be applied. 


IV. SPECIAL CONTRACTS IN PROMISSORY NOTES. 


STATE OF KANSAS FIRST MORTGAGE REAL ESTATE NOTE. 


For value received we promise to pay to the order of J. H. Wilson & Co., 
one hundred dollars, lawful money of the United States, three years after the 
date hereof, with interest thereon at the rate of seven per cent. per annum, 
payable semi-annually on the first days of August and February in each year, 
according to the tenor of six interest coupons for three dollars and fifty cents 
each, hereinto annexed and bearing even date herewith, said principal and inter- 
est being payable at the First National Bank, Eureka, N. Y. J/¢ ¢s expressly 
declared and agreed that this note and the coupons hereunto attached are made 
and executed under, and are to be construed by, the laws of the State of Kansas, 
in every particular, and are given for an actual loan of one hundred dollars 

This note and these coupons are to draw twelve per cent. interest per annum 
after maturity, and are secured by a mortgage of even date herewith on real 
estate in Ulster County. Appraisement waived. 

Dated at Noahville, Kansas, the first day of August, A. D. 1884. 

F, W. RABER, 


CATHARINE RABER, 

The above note is assigned in Kansas by J. H. W. & Co. to G. C. D., a 
resident of New York, and by him to A. B., another resident of New York. 
Does the assignment hold J. H. W. & Co., and G. C. D., and is it neces- 
sary to protest at maturity? Would the contracts of J. H. W. & Co. and 
G. C. D. have to be governed by the laws of Kansas or those of New York ? 

REPLY.—This appears to be, in form, an ordinary promissory note, and to 
be governed by the usual rules applicable to such instruments. It is un- 
doubtedly transferable by a simple indorsement and delivery, and upon such 
indorsement and delivery the usual liabilities would follow. We doubt, how- 
however, whether J. H. W. & Co. or G. C. D. have assumed any such respon- 
sibility. Their transfers of the note are in a peculiar form, and appear to be 
intended to assign their interest in the notes and security without any fur- 
ther liability. We do not see any reason why they should not have this effect. 
If, however, J. H. W. & Co. and G. C. D. are indorsers, the note should 
be protested in the usual way, if the holder wishes to hold them liable. We 
think their contracts are governed by the laws of Kansas. 
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RAILROAD CONSTRUCTION.—The Railroad Gazette reports the construction 
of 101% miles of new railroad, making a total of 2344 miles thus far this 
year, against 3,550 miles at the corresponding date in 1883, 6,665 miles in 
1882, 4,018 miles in 1881, 3,196 miles in 1880, 1,798 miles in 1879, 1,160 
miles in 1878, 1,176 miles in 1877, 1,467 miles in 1876, 702 miles in 1875, 
1,006 miles in 1874, 2,284 miles in 1873, and 4,498 miles in 1872. These 
statements include main track only, no account being tsken of second tracks 
or other additional tracks or sidings. The new track reported to date is less 
than for any year since 1879, and is not much over one-third of that given 
for 1882. The mileage is very nearly the same as in 1873, although greater 
than that of any year between 1873 and 1880. No very great increase is 
probable for the rest of the year. 


CALL OF Bonps.—The one hundred and thirty-first call for bonds was is- 
sued from the Treasury on’ September 26th, being for $10,000,000 three per 
cents, to mature November 1. ‘The numbers are as follows, all being original 
and inclusive: 

$50—No. 304 to No. 306; $100—No. 2,209 to No. 2,255, and No. 9,549 
to No. 9,563; $500—No. 1,091 to No. 1,114, and No. 4,025 to No. 4,047; 
$1,000—No. 10,013 to No. 10,619, and No. 22,914 to No. 23,010; $10,000 
—No. 18,365 to No. 19,337. 


THE LEGAL TENDER DECISION.—In a letter of thanks by the Hon. Hugh 
McCulloch to ex-Comptroller Knox for a copy of his work on United Siates 
Notes, the following interesting remarks appear : 

No one can read the debates in the Convention by which the Constitu- 
tion was formed without perceiving how anxious the statesmen of that day 
were, that Congress should not, even by implication, be clothed with power 
to make anything but gold and silver money; or the debates in the Sen- 
ate and House when the legal tender Acts of 1862 were under considera- 
tion, without being struck by the manifest reluctance with which their advo- 
cates sustained them, even as a war measure in a great financial emergency. 
The book is especially interesting and valuable in view of the recent deci- 
sion of the Supreme Court, which unsettles what, up to that decision, had 
been regarded by the best legal minds of the country as established law, 
and opens wide the door for one of the greatest calamities that can befall a 
nation—unlimited issues of Government notes, no matter how depreciated 
they may be, with legal attributes of coin. The country is ‘‘at sea” upon 
a question of supreme importance to everybody in the United States, and in 
the discussions which this decision makes unavoidable, this history of United 
States notes will be exceedingly helpful. 


MAINE.—The First National Bank of Portland has taken possession of its 
new building, which is one of the handsomest and most conveniently ar- 
ranged of its kind in the country. The building is of brick and dark red 
freestone, with a heavy rusticated basement of cut granite. It is five stories 
in height, including the basement, with stepped gables and prominent though 
delicately moulded cornices and string courses, its style approaching that of 
the Flemish Renaissance. 

The bank occupies nearly the whole of the first or principal story, the 
main banking room being sixty-seven feet long and forty wide, with a 
height of sixteen feet in the clear. It is lighted by nine large windows, oc- 
cupying the whole of two sides. The finish is in cherry, and the screen 
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separating the public space from that of the administration is of plate glass 
and wrought brass work. The eight wickets which give access to the various 
clerks are also of wrought brass work. The cashier occupies a position 
connecting directly with the rooms of the president and directors, but out- 
side of the system of compartments for clerks. From his desk he can, by 
means of electric bells and speaking tubes, communicate at will with each 
clerk in the room. 

The second and third floors are divided into offices, some of the rooms 
being very large. The upper story is divided between offices and rooms for 
the janitor, with a large room to be used as a dining room by the bank 
officials. An elevator runs through every story. The corner stone was laid 
on July 4, 1883, and the completed edifice is an ornament and an honor to 
the city which it graces. 


NEW HAMPSHIRE.—The annual report of the Bank Commissioners of New 
Hampshire for 1884 shows that sixty-seven Savings banks and one State bank 
are transacting business under the laws of New Hampshire. The deposits of 
these banks have reached over $42,000,000. Their surplus is more than 
$ 1,500,000, and guaranty fund $1,699,000. The assets aggregate in round 
numbers $ 55,366,000. 


NEW JERSEY.—On the morning of September 4th, Charles G. Hill, Cashier 
of the National Bank of New Jersey, at New Brunswick, was found dead 
in his bed, having been suffocated by gas which he had left turned on, all 
the windows of the room being closed. Mr. Hill had been connected with 
the bank and its predecessor for thirty years. 

Rumors affecting the condition of the bank were immediately rife, and 
an examination was ordered. Bank Examiner Shelley discovered a deficit in 
the accounts of Cashier Hill of over $200,000, and the bank suspended pay- 
ment. The President, Mahlon Runyon, was charged with implication in 
Hill’s defalcation, and statements were made that he would be arrested. Mr. 
Runyon, who was sixty years old, was a large stockholder in the bank, and 
a man highly respected. Driven wild by excitement and distress, he com- 
mitted suicide on September 8th, by cutting his throat. His indebtedness to 
the bank proved to be small. 

After a thorough overhauling of the bank’s affairs, the capital stock was 
found to be only slightly impaired. The directors made good the amount 
lacking, and the bank resumed business on September 25th. 


New YorK.—The State Bank of Fort Edward, New York, closed its 
doors on Tuesday, September 9g, after an examination had been begun by 
the Banking Department. The officers of the bank say the closing ‘‘ was 
voluntary and as a precautionary measure,’ and they promise that the de- 
positors shall be paid in full. The capital stock of the bank is $50,000; its 
deposits about $60,000. 


BANK ROBBERY ATTEMPTED BY TUNNELLING.—On September 22d the 
Cashier of the First National Bank of Las Vegas, New Mexico, became con- 
vinced that robbers were tunnelling from an adjoining building to the vault 
in the bank. Guards were immediately placed in and around the bank. 
Those inside observed the masonry of the vault gradually sinking. The rob- 
bers beneath worked on, ignorant of their danger. At one o’clock a Mexi- 
can volunteered to go down into the cellar to investigate. He had taken a 
few steps on the stairs, when he saw some one coming up. The Mexican 
fired without a word, and the man fell dead. He proved to be one of the 
masons who built the vault, a man of property and good reputation. His 
confederates escaped. The tunnel gave evidence of long and patient work 
on the part of the robbers. It was sixty feet in length, constructed on sci- 
entific principles, containing provisions, water, and a full outfit of mining 
tools, and must have been three months in construction. The robbery was 
evidently planned for the time of the month in which the bank always re- 
ceives large remittances of currency and coin for monthly payments of the 
railroads of that vicinity. 
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CRIMES AND PROSECUTIONS.—John Hunt was tried at Deadwood, Dakota, 
on September 1, convicted of forgery in the second degree, and sentenced to 
ten years’ hard labor—the full extent of the law—in the Territorial Prison. 
Hunt obtained credit at the First National Bank of Deadwood by a certifi- 
cate of deposit of $4,000 from a Milwaukee bank. On this he received 
$2,500 and a certificate of deposit for $1,500 and a letter of introduction 
to a bank at Pierre, Dakota, leaving with the bank a small tin box for safe 
keeping. Soon thereafter he returned to the First National Bank, called for 
the box, and took out a draft of the Market Bank, Detroit, for $9,500. 
Representing that he was purchasing some mining property, he indorsed it, 
drew $6,000 cash, and took a certificate of deposit for the remainder. The 
draft proved to be forged. The following morning he departed for Pierre, 
where he was arrested on a telegram. The tin box, which was examined, | 
contained only envelopes and brown paper. Hunt is a young man of flashy 
appearance, and is under an assumed name. 

Benjamin T. O. Hubbard, Cashier of the First National bank of Mone 
mouth, Ill., was arraigned on September 20th before the United States Com- 
missioner in Chicago, on the charge of embezzling $106,000 of the bank’s 
funds. It is alleged that he drew two bills of exchange for the amount stated 
without the authority or knowledge of the directors. He waived an exam- 
ination, and gave bail in the sum of $10,000. 


THE PAcIFIC NATIONAL BANK.—A decision was rendered on September 
3d, at Boston, by Judges Gray and Nelson, in the case of the Pacific Na- 
tional Bank ws. Lewis Coleman, ex-President of the bank, and other directors. 
This was a bill in equity in which the plaintiff, as receiver of the bank, sought 
to hold the directors responsible for losses sustained by the bank and its 
depositors, amounting to $1,500,000, through the gross negligence of the di- 
rectors in the performance of their duties. Demurrers were filed by the di- 
- rectors for ‘‘ multifariousness and uncertainty” in the bill, and the demurrers 
were sustained with costs. The plaintiff is allowed one month in which to 
amend the bill; and if the same is not done in that time the suit is to be 
dismissed. 


DEFECTIVE BOOKKEEPING.—A Philadelphia man of forty years’ experience 
in bookkeeping ascribes many cases of trouble in commercial houses to the 
fact that not one in twenty of our leading business men is competent to 
supervise his bookkeeper, understand his accounts and his method of keep- 
ing the books. Another reason why the affairs of so many establishments 
get into confusion is, that young and inexperienced bookkeepers are em- 
nloyed, at eight and ten dollars a week, for whom the door is opened by 
stress of poverty to the temptation of fraud, false entries and peculation. 


THE WALL STREET BANK.—Mr. Charles J. Osborne was appointed receiver 
of the Wall Street Bank on September 2d. The court also ordered the re- 
ceiver to pay out of the cash on hand a sixty-five per cent. dividend to the 
depositors. 
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OBITUARY. 


THE Hon. CHARLES J. FOLGER, Secretary of the Treasury, died on Sep- 
tember 4th, at his home in Geneva, N. Y. Mr. Folger was born in Nan- 
tucket, April 16, 1818. He graduated from Hobart College in 1836, studied 
law at Canandaigua, and was admitted to the bar in 1839. In 1844 he 
was appointed Judge of the Common Pleas Court for Ontario County, but 
in 1845 resigned and resumed the practice of his profession. In 1851 he 
was elected County Judge, and in 1861 was elected to the State Senate. His 
career as a legislator was marked by high ability and rigid integrity. In 
1869 he resigned his position as Senator, and took charge of the Sub-Treas- 
ury in this city under appointment of President Grant. He held this respon- 
sible post until 1870. He was then elected Associate Judge of the Court of 
Appeals, and in 1880 was elected Chief Justice, succeeding Chief Justice 
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Church. In October, 1881, President Arthur nominated Judge Folger for 
Secretary of the Treasury. The nomination was promptly confirmed and he 
assumed the duties of that office on November 14. Mr. Folger carried into 
his work in this position the thorough and painstaking industry which had 
won success in his own profession. But the unremitting attention to its de- 
tails preyed upon his health, and his death was unmistakably hastened by 
overwork. As a faithful and devoted servant of his country’s interest, his 
memory well deserves to be held in high honor. 


JoHN W. GARRETT, President of the Baltimore and Ohio Railroad, died 
at Deer Park, Md., on September 26th, after an illness of some _ weeks. 
Mr. Garrett was born in Baltimore, July 31, 1820, educated at Lafayette 
College, Pennsylvania, and at the age of nineteen entered the office of his 
father, Robert Garrett, a wealthy merchant of Baltimore. The business of 
the house greatly expanded, and it became the Amerifan branch of Pea- 
body & Co., of London, besides representing other important English firms. 
Up to 1856, the Baltimore & Ohio Railroad had not been prosperous. In 
1857, Mr. Garrett attended a meeting of the stockholders, and expressed 
himself as to the condition of the road with an impressive sagacity which 
led to resolutions incorporating his views, substantially comprehending that 
policy which has made the road so successful, and still obtains in its man- 
‘agement. Mr. Garrett became a director of the Baltimore & Ohio Railroad 
in October, 1857, and was elected to its presidency in 1858. In the spring 
of 1859 the stockholders were paid a semi-annual dividend for the first time. 
Financial prosperity followed Mr. Garrett’s presidency from then to the pres- 
ent time. He was also president of the Baltimore & Ohio Telegraph Co. 
and was a liberal benefactor of his native city. After he became president 
and gave his time so largely to the duties of his office, the directors, by 
unanimous vote, increased his salary from $4,000 to $10,000 per year. 
This increase Mr. Garrett declined. He repeatedly declined to accept the of- 
fers of the presidencies of other railroads, though accompanied in one case 
by an offer of a salary of $30,000, and in another by a proposal to give 
him $50,000 a year. Mr. Garrett was also the head of the banking house 
of Robert Garrett & Sons. He was a well-read and cultivated gentleman, 
possessed literary ability, and was interested in humanitarian pursuits. He 
entertained hospitably, and in social life was greatly esteemed. Two years 
ago, through his continuous labors, Mr. Garrett’s health failed, but he did 
not withdraw from active participation in the management of the road _ until 
about a year ago. The loss sustained by the Baltimore & Ohio road, as 
well as by the city of Baltimore, where he was always in the front rank of 
enterprise and charity, is incalculable. 


CHARLES TILDEN, President of the Bank of Louisville, Ky., whose death 
on August I0 was announced in our last number, was born in Kent County, 
Maryland, November 12, 1810. He went to school only six months during 
his life, and at the age of fourteen began his business career in a country 
store, afterwards engaging as a clerk in Baltimore. Soon tiring of this, he 
removed to Louisville, and took a position as bookkeeper in a commission 
house, of which he became afterwards a partner. About the year 1850 he 
retired from the commission business, and entered the Bank of Louisville as 
bookkeeper, which position he held for several years. Upon the death of 
Cashier Thurston, Mr. Tilden was made Cashier, which office he held some 
twelve years. The ill health of the president, Mr. J. B. Bowles, led to his 
resignation, when Mr, Tilden succeeded him in that position, and for the 
last fifteen years filled it with honor to himself and satisfaction to all con- 
cerned. Both as to age and service, Mr. Tilden was the oldest bank officer 
in Louisville. He was president of the Louisville Clearing-house Association, 
Past Grand Master of the masonic body in the State of Kentucky, and 
held several other offices of trust and honor. In appearance, Mr. Tilden 
was commanding, yet easily approached, of fine conversational powers, and 
an authority on all banking subjects. His illness was of but a few minutes’ 
duration. 
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NEW BANKS. BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from September No. page 232.) 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 


— a 


et 6«< 


OHIO... 


a Boulder Metiowel GAGE... $= j- eeeesccseces 7 
$ 50,000 H. N. Bradley, Pr. Chas. L. Spencer, Cas. 
Andover....... Bank of Andover........ ‘ Fourth National Bank. 
Frank D. Adams, /r. Thos. M. Loomis, Cas. ° 


gs wise wiledin a tk a cl e 


Robert W. Beebe, 7. E. C. Harris, Cas. 


gee 
. Dell Rapids.... People’s Bank.( John A. Cooley). National Park Bank, 


Murphysboro... Jackson Co. Bank (Lucier, Desberger & Co.) Imp. & 
Traders’ National Bank. 


» PARTERs cocceces Merchants’ Nat’l Bank.... Merchants’ Exchange Nat’l Bank. 


$ 200,000 H. N. Wheeler, /r. John B. Smith, Cas. 


, Bien cece «see Farm, & Merchants’ B’k.. Third National Bank. 


$ 32,500 J. S. Nave, Pr, H. J. Greene, Cas. 
Danbury...... » Bank of Danbury (E.D. & D.D. Dorn). Gilman, Son & Co. 


. Fontanelle..... Exch. B’k, Danie! Heaton, Pr. Alex. M. Gow, Cas. 


Iowa Falls..... First National Bank...... Imp. & Traders’ National Bank. 
$ 50,000 John H. Carleton, Pr. W. H. Woods, Cas. 


5 
. Ogden..... ti Gr Gites sensineceese _ jj e600eneeeces 


W. Farley, Pr. F, Lorenzen, Cas. 


50,000 
oe Mamie... cece Bank of Renwick (Funk, Smith & Co.) ....... 
» ccc a cons DO GECeiccccceses _ «_—s_—dd an Sw ew eee 


J. S. Hawes, Pr. C. Kramer, Cas. 


10,000 
. Ellsworth...... First National Bank...... Chemical National Bank. , 


$ 50,000 Ira W. Phelps, Pv. W. F. Tompkins, Cas. 


. Kansas oss . Savings B’k of Kansas.. Kountze Bros. 
D. 


E. Cornell, Pr. R. W. Hilliker, Cas. 


$ 50 
. Medicine pee First National Bank...... First National Bank. 


Jas. A. Blair, #y. O. C, Ewart, Cas. 


$ 50,000 
oo Sc cees PORTE RR ccascs 8 =—S——i(‘i‘i«é=«sésC th O DOES 
« SOROEB .ccosece State Savings Bank....... Hanover National Bank. 


$ 50,000 J. E. Taylor, Pr. Geo. E. Black, Cas. 


. Hallowell...... Hallowell National Bank. j= = — —§ .ececccccecs 


$ 50,000 John Graves, Pr. A. D. Knight, Cas. 


Salisbury....... sees | Pgs iin ° >... . gepesseounes 
$ 50,000 E. Jackson, Pr. John H. White, Cas. 


. Charlevoix..... ae... Savings B’k.. National Park Bank. 


25,000 Henry Bennett, Pr. G. S. Thomas, Cas. 


5 
. Concord... oh .. First National Bank...... Chase National Bank. 


50,000 Wm. D. Chapple, Pr. P. E. Chapple, Cas. 


$ 
. Greenville...... City National Bank....... First National Bank. 


$ 50,000 Wm. D. Johnson, /r. Le Roy Moore, Cas. 


» MR ces wondeens International Bank....... Chase National Bank. 
.. Pipestone ..... Bank of So. Western Minn. (Stoner & Mylius). ‘First. N. B. 
Serer BE EEE wcvccdscceas Chemical National Bank. 


$27,500 J. K. T. Thompson, Pr. C. E. Dinehart, Cas. 


795 
>~_ £4 B’k of Warren (Green & Lamberson). Chase Nat’! B’k. 


ee ee - Valley Bank of Alma..... H. L. Briggs, Cas. » 
.. Stromsburg.... Park B’k (Lewis Haskell). Chemical National Bank. 


» BRAT cccccoses People’s National Bank... = = == ceeeccccccee 


L. Fraser, Pr. R. M. Stevenson, Cas. 


$ 50,000 
. Sandy Hill..... People’s National Bank... $= = =—=«=-—_—s seveccccces 


$ 50,000 eee: 8 8=3—)—“(i—tétét kw 


Harrison....... Bank of Harrison........ Chase National Bank. 
Chas. E. Cook, Pr. C. B. Scoville, Cas. 
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State. Placeand Capital, Bank or Banker. N. Y. Correspondent and Cashier. 


OHIO... Hicksville . Merch. & Farmers’ Bank.. First National Bank, 
Jas. Casebeer, Pr. F. N. Horton, Cas. 


CANADA Portagela Prair Alloway & Champion.... Merchants’ Bank of Canada. 





CHANGES, DISSOLUTIONS, ETC. 
( Monthly List, continued from September No., page 233.) 


Collins, Bouden & Jenkins; now Bouden & Jenkins. 
Earl & Dayton ; now W. M. Earl. 
Van Schaick & Co.; now Fisher & Van Schaick. 
. Dell Rapids.... Cooley & Co.; now People’s Bank ; John A. Cooley, propr. 
Nelson Co. Bank ; sold out to Kane, Martin & Northcote. 
Murphysboro... Miners’ Savgs. Bank ; succeeded by Jackson County Bank. 
Mechanics’ National Bank ; now Merchants National Bank. 
N. C. Thompson; suspended September 15 
First Nat’] Bank ; succeeded by Farm. & Merchants’ Bank. 
Citizens’ Bank (Straus Bros.) ; now Straus & Co. props. 
. lowa Falls Commercial Bank ; now First National Bank. 
.. Templeton Templeton Bank ; succeeded by Bank of Templeton. 
. Ellsworth...... The Powers Bank; now First National Bank. 
Howard Bank; now First National Bank. 
Humboldt Bank (Dayton, Barber & Co.); now E.A. Barber 
& Co. proprietors. 
.. Medicine Lqdge Medicine Valley Bank; now First National Bank. 
. Hallowell American National Bank; now Hallowell National Bank. 
Merch, & Farmers’ B’k ; succeeded by Charlevoix Savgs. B’k. 
B’k of Charlevoix ( Reynolds & Brown); now Brown & Co. 
proprietors. 

.- Kalkaska..... .. Wylie, Curtis & Co.; now A. A. Bleazby. 

. Jackson Green’s B’k ; resumed business Sept. 15, with same owners, 
Richmond Ray Co. Savings Bank ; suspended September 4, 
Bradford & Burr; now Valley Bank of Alma. 

, Humboldt Bank; now First National Bank. 

.. Nebraska City.. Farm. & Traders’ B’k; succeeded by James Sweet Bkg. Co. 
. New Brunswick. Nat’l Bank of New Jersey ; resumed business September 25. 
. Fort Edward... State Bank ; closed September 9g. 

. Waterford Saratoga Co. Bank; closing up business. 
C. W. Farrar; reported failed. 
.. Plain City Exchange Bank ; closed. 
.. West Liberty... Logan National Bank ; suspended September 22. 
. Zanesville C. C. Russell & Co; succeeded by J. W. King & Co. 
. Everett Bedford Co. Bank; suspended September 15. 
.. Oil City Reynolds, Lamberton & Co.; now Lamberton Bank. 
. St. Petersburg. , St. Petersburg Savgs. B’k ; resumed business Sept. 10. 
. Fayetteville.... Lincoln Savings Bank ; suspended September 8. 
. Lebanon People’s Bank ; merged into second National Bank. 
Albany Bank; now First National Bank. 
J. D. Berry & Co.; moved business to Cisco, 
.. First National Bank; in voluntary liquidation August 9. 
Hanns & Co.; closing out business. 
Thos. Fawcett; failed September 24. All his {branches 
throughout Canada are affected. 


MANI... Portage la Prair Ontario Bank; now Alloway & Champion. 
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CHANGES OF PRESIDENT AND CASHIER 
(Monthly List, continued from September No., page 234. ) 
Bank and Place. Elected. in place of 
ARK.... Crawford Co. B’k, Van Buren.. S. A. Pernot, Cas....... O. A. Vickery. 
Conn... First National Bank, _— se # SA , ORT 
DAK.... Stebbins, Mund & Fox, 
Pontend City. § > FP, By Cl Citi i occoss L. Zahm. 

u ,. First Nat’l Bank, Rapid City.. . Wm. SEOGE, FFP icccee = eovocces 
IND .... First Nat’] Bank, Elkhart..... ie de EI Os, nc caee J. Cook. 

« _.. First National Bank, Vevay.... J. B. Tandy, V. Pr...... ce wwe 
lowa. .. First National Bank, Perry.... A. W. Otis, V. Pr....... ; , - — 

" - Traders’ Bank, Vail........... Bi, FUs FP oc ccccnces . M. Maynard. 
KAN.... First Nationa] 7. | gh ag oes ~ peganes -y bgt ns 

lay Centre. . P. Campbell, V. Pr... F. A. Head. 

P Saat of Din D B. EB. Parker, Pr .ccecces H, P. Churchill. 

oeinliins ne wae || J. W. Haff. 

u . First National Bank, . b om V. Ag daar = wenn 

Ellsworth. os. L. Powers, ASSEC.. = acccccee 

w .. Bank of Osage Mission........ Wes By Fes cocccess F. W. Simmons. 
KY..... Louisville a t J. E. Sutcliffe, Cas....... W. J. Duncan. 

u . First Nat’] Bank, Owenton..... Attella Cox, Cas........- N. H. Witherspoon. 
itrasees Whitney N, B., New Orleans... P. White, V. P7......... cceece 
MAINE.. Nat’! Village B’k, Bowdoinham, H. P. Kendall, Cas...... H. Q. ‘Samenen. * 
Mass... Nat’l Exchange B’k, Boston.,.. John J. Eddy, Cas....... J. S. Learoyd. 

« .,. Cambridgeport N.B., Camb.... W. F. Roaf, Cas........ S. B. Snow. 

u —.. Townsend Nat’! B’k, Townsend, Hy. A. Hill, Cas........ J. E. Ordway. 

» .. Worcester N. B., Worcester.... S. Salisbury, eee S. Salisbury.* 
MIcH... First Nat’l Bank, Cheboygan.. Wm. McArthur, V. Pr... «se es = 

# ,, City Nat’l Bank, Greenville.... H. N. Anderson, V. Pr.. ce ceeeee 
MINN... First National Bank, M. E. Drury, /..... Foy Lucas Kuhn. 

Wabasha. } L. Whitmore, Ass’? Cas... sss ca wees 

w ., Kandiyohi Co. B’k, Willmar.. Andrew Larson, ?r...... J. M. Spicer. 
NEB.... National Bank of Ashland..... O. M. Carter, Pr........ John R. Clark. 

w  ., First Nat'l Bank, Fairmont.... John H. Welch, V. Pr... ss we ee eee 

« ,, First National Bank, Hastings. E. A. Boalich, 4ss°t Cas. W. N. Clark. 

w ., First Nat’l B’k, Humboldt..... J. J. Morris, Be i Risrecines cccccees 

» ., Schuyler Nat’] Bank, Schuyler. W. H. Sumner, Cas..... T. B. Crewitt. 

" . First National Bank, Sutton... . I. N. Clark, V. Pr....... 0 we ee wees 

eo \e invsl ’ Ta iiec.s i$ eeeeawes 

" - York National Bank, York.. : C Poot Anns ion, “i> .—-—_—e 
N.J.... Nat'l Bank at New Jersey.... } Lewis T. Howell, Pr..... Mahlon Runyon.* 

New Brunswick. )} E. S. Campbell, Cas..... Chas. S. Hill.* 
N. Mex. Meredith & Ailman, Silver City. R. B. Washington, Cas., J. H. Smith. 
. . 5, EE, Ga, Pic cwccsis R. F. Borckman., 
N. Y.... State Bank, Bolivar.......... F, L. Hawton, Cas...... J. F. Thompson. 
au . People’s Nat’! B’k, Greenport... Thos. F. Price, FodUtere . weeevses 
Hudson Taylor, /r...... A. Innis. 

u ,, City Nat] B’k, Poughkeepsie. Ezra White, V. Pr...... H. Taylor. 

H. L. Taylor, Act. Cas.. A. H..Champlin. 
Jas. A. Clark. brs denen C. A. Clark. 

" . Pulaski Nat’l B’k, Pulaski....<~ L. J. Clark, Cas......... J. A. Clark. 

E. L. Clark, 4ss’t Cas... L. J. Clark. 
Oul0... First National Bank, Ironton... E. B, Willard, V. Pr.... J. H. aaa 


a“ 


. Milford Nat’l Bank, Milford.... Wm. Rondebush, V. P... wadeene 


* Deceased, 
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Bank and Place. Elected. In place 








PENN... Commercial Nat’l B’k, Phila... Geo. L. Knowles, Pr.. o, L, Claghorn.* 
w ., Farm. & Mech. N.B., Phila.. . S. W. Bell, ai en E. M. Lewis.* 
«  .,. Girard National Bank, Phila.. . John G. Whiteman, Cas. W. L. Schaffer. 
w ., Pittsburgh National Bank of 
Commerce, Pittsburgh. { eS Be, Fin caress J. H. Hill.* 






R. I.... Nat’l Landholders’ B., Kingston M. F. Perry, Act. Cas.... Thos. P. Wells.* 

















TENN... Farm, & Mer. N.B., Clarksville. J. H. Smith, V. Pr...... ca ww eee 
w .. Second Nat’l B’k, Lebanon..... R. W. Miller, Ass’¢ Cas.. W. H. Brown. 
TEX.... First National Bank, Abilene.. E. H. Sintenis, dss’¢C.. = .... se 
w ,. First Nat’] Bank, Greenville.... J. L. Lovejoy, Pv....... J. D. Lasater. 
W..VaA.. Charleston N. B., Charleston.. W. Hogeman, V. Py.... wee eee 
arama es B. of Can., Owen Sound, A. St. L. Mackintosh, Mu. J. G. FitzGibbons. 
ve u »  Quebec...... W. L. Marler, Mgr...... H, M. Price. 
. «« @ w -w# §t. Johns.... E. H. Heward. Pe scene W. L. Marler. 
> «- « u » Sherbrooke.. J. A. Ready, Mgr....... A. C. E. Delmege. 
“ > ll ” w Walkerton.. J. C. Patterson, Mgr.... A.St.L.Mackintosh. ’ 











BULLETIN OF NEW NATIONAL BANKS. 
(Continued from September No., page 234.) 


OFFICIAL 











































No. Name and Place. President. Cashier. Capital. 
3243 City National Bank............. W. D. Johnson, 
Greenville, MICH. Le Roy Moore, $50,000 
3244 People’s National Bank......... U. G. Paris, 
ee eee 06060U—“‘“‘“‘“‘“i—t~é~*~*C RR Oe 50,000 
‘3245 People’s National Bank......... L. Fraser, | 
Salem, N. Y. R. M. Stevenson, 50,000 : 
3246 Boulder National Bank..... 4.... Herbert N. Bradley, 
Boulder, COL. Chas. L. Spencer, 50,000 : 
3247 Hallowell National Bank.. . John Graves, 
Hallowell, MAINE. A. D. Knight, 50,000 
3248 First National Bank............. Geo. T. ax 
Albany, TEx. . L. Bartholomew, 50,000 
3249 First National Bank............ Ira W. Phelps, 
Ellsworth, KAN. W. F. Tompkins, 50,000 
3250 Salisbury National Bank........ E, E. Jackson, 
Salisbury, Mp. John H. White, 50,000 
3251 First National Bank............ Wm. D. Chapple, 
Concord, MICH. P, E. Chapple, 50,c00 
3252 First National Bank............ John H. Carleton, 
° Iowa Falls, Iowa. W. H. Woods, 50,000 
3253 First National Bank............ Jas. A. Blair, 
Medicine Lodge, KAN O. C. Ewart, 50,000 
3254 Merchants’ National Bank.. .... H. N. Wheeler, 
Peoria, ILL. John B. Smith, 200,000 





i th. 
ee 


** Practical Banking.””»—The new work under this title, which has been 
announced as shortly to be issued, is now near its completion. The time 
and labor involved in its preparation have exceeded our expectations. Some 
of the departments have been largely expanded, that of Bank Bookkeeping 
particularly. The book is thorough and comprehensive in its treatment of 
the subjects presented, and those ‘who have been awaiting its appearance will 
find the delay incurred to be justified by its results. We hope to be ready 
to fill all orders by October 15th. 

HOMANS PUBLISHING COMPANY. 
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THE BANKER’S MAGAZINE. 









MARKET. 


FINANCIAL AND COMMERCIAL REVIEW. 


NOTES ON THE MONEY 


A 







The month of September has been disappointing to all departments of 
business. The prime cause has been, of course, continued depression. But 
that being the chronic state of trade, was expected, although some mitiga- 
tion and relief were hoped for. The reason this was not experienced was 
the unseasonably hot weather during nearly the entire month, and continued 
up to its very close. There has not been so bad a season for business in 
years as this. The summer was as cool as an autumn, excepting a few 
warm days at each end, while the first month of autumn has been hotter 
than the average summer. Demand for seasonable goods has therefore been 
curtailed for three months past by this very unseasonable weather. At the 
close, however, the heat moderated, and trade began to revive quite rapidly. 
Although business that has been lost is never recovered, there is good pros- 
pect for the balance of this year, of activity in several branches and improve- 
ment in all. Most of the speculative markets have been influenced by 
these prospects during the past month, and have improved in anticipation 
thereof. This has been true of those which were, on their own merits, 
based upon the estimated value of the new crops. Outside of this there 
has been more manipulation and cornering going on than in months past. 
Of course this has caused much higher prices for the small balance of the 
old crops that have been the subjects of these manipulations. But the ad- 
vance has done no good to anyone outside a few gamblers, who held this 
small balance, and had the public short in anticipating large new crops be- 
fore they were available. This has applied chiefly to corn and hog products, 
extending in a greater or less degree through the whole list of the latter. 
This manipulation has also extended to the stock market where the shorts 
have been squeezed on a few stocks under the control of cliques. But this 
has not been the rule, the opposite being generally true. The stock boom 
of August -was based on the big wheat and other crops. All were secured 
but corn. During September that, also, was secured, and yet the prices of 
stocks went down, because the earnings of the railroads kept falling off by rea- 
son both of light traffic and low rates of freight, caused by the unexpected 
lack of export demand for our big crops, followed by a railroad war in the 
attempt to get the little. business that was doing. For years past August 
and September have been two of the best months of the year for railroads, 
because, with a good export demand, there was an early and large move- 
ment of the crops to the seaboard, and employment for the full capacity of 
all the roads at full rates. This year these two months were lost, espec- 
ially to the trunk lines, while the Granger roads have suffered by the 
farmers holding back on account of low prices, although in a less degree. 
As a consequence, their stocks have suffered most in the recent decline, led 
by the New York Central and St. Paul, excepting the coal -stocks, which 
were still weaker, in anticipation of a further and larger suspension of min- 
ing, because of the glut in the coal market. This, of course, meant reduced 
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tonnage of coal, as well as iron, for the coal stocks, and insiders were cred- 
ited with heavy selling, led by the Astor family. Lackawanna was rather an 
exception, as its stock is well in hand by the dry-goods clique, who milk 
the market on the shorts, who will play in this dangerous pasture where they 
are liable to be caught at any time. The sensations in the stock market, 
however, have not been important. The issue of the New York Central's 
long-talked-of and much-denied new $10,000,000 loan has been made, and 
taken by Mr. Vanderbilt and the house of Drexel, Morgan & Co., at a price 
only known to them. This was to take up a $5,000,000 floating debt and 
provide against another. Attention has been called to the condition of New 
York Central before, and its bad position pointed out. This loan is the re- 
sult of the causes at work to undermine this road. Formerly it had a mon- 
opoly of the best local traffic of the trunk lines, in this State, and when 
through business did not pay, or lost money, it was offset or made up by 
extreme rates on this local traffic. As through business generally does not 
pay, this local traffic was the chief, and often only, source of the Central’s 
income. Since the completion of the West Shore this local business has been 
practically divided in halves, and the rates also halved, leaving the Central 
with its four-track road, and not enough for two tracks to do. It is, there- 
fore impossible for it to compete with the bankrupt roads on both local and 
through traffic and earn dividends, when they are bound to have the business, 
if only to earn the interest on their bonded debt. In this view it may be 
expected that Vanderbilt will take Central’s bonds to keep it going, and sell its 
stock. In case, then, it should ever go into bankruptcy also, he would be 
able to control it still, and earn interest on his bonds, no matter what be- 
comes of its stock. The other Vanderbilt roads are not in so bad position, 
although badly paralleled, and business cut up between too many trunk lines. 

In some of the Granger stocks, especially St. Paul, a process similar to 
that in the Central is going on, increasing the bonded debt steadily, while 
Alexander Mitchell, its President, has been credited with being a heavy seller 
of its stock during the month. This has been denied, as was the issue of 
the Central bonds, and is as likely to prove true, for denials are seldom 
made, in Wall Street, of reports that are untrue. 

This is about all that can be said of interest in the stock market, except 
that it is still a professional’s market, as the public continue to let it generally 
alone, as well they may. Money is easy to those who don’t want it, and very 
tight to those who do. That is, on ample and first-class collateral a man can 
borrow all he wants at his own terms, as he always can; but the tradesman 
who wants money cannot get much, except on the above conditions. The banks 
will take business paper to a limited extent, but refuse accommodation paper. 
As this, or renewals of old paper, is all some have to offer, it makes money 
practically very tight, though nominally very easy. This is due to a plethora 
in consequence of the crops not moving freely out of farmers’ hands. Cotton 
is perhaps an exception, as that is moving quite freely, and a good deal of 
money is going South. The movement of the great cereal crops, however, 
is unusually light, as there is little old-crop corn back in the country, and 
the new is not harvested. When this is in; no doubt more business will be 
doing by the banks, railroads and commission men, as stocks all over are de- 
pleted by the high prices and the corner in Chicago. Replenishing must be 
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done as soon as the new crop is available, unless the New England and other 
uncornered markets have been filled up by consignments from the Chicago 
clique, to make it impossible for the shorts to make their deliveries in that 
market. The new crop is estimated generally at two thousand million 
bushels, which is the largest ever raised, and it is all secured, from the 
Gulf of Mexico to Canada,'in fine condition, without frost, while the late 
drought came too late to injure, and actually helped it to mature in the 
best shape for years. There is no poor grain this year, barring oats in a 
few localities and a small part of the spring wheat. The root and vegetable 
crops are nearly all equally fine, and if we have hard times we have abund- 
ant and cheap food for man and feed for beast. Indeed, it is not one 
year in ten that crops are so unusually good the world over. Bad as this 
crop-year has been for business, and unseasonable as the summer and fall 
months have been thus far, they have been all that could be desired for 
the crops; and, after all, that is the great thing in an agricultural country 
like ours. Business may be bad, but with good crops the country will work 
out of this slough of despond. Bad crops would have sunk it deeper into 
the mire of depression. 

With the agricultural world prosperous, the commercial world will find em- 
ployment for capital, transportation companies, warehouses and labor, sooner 
or later, even if exporters are not taking our crops freely now. ‘These crops 
are better than plenty of money lying idle, for they are real wealth, and 
will all be wanted. There never was a crop so large that it was not used. 
Hence, we now seem to have escaped al] danger of a further panic in com- 
mercial or financial affairs, although prices may go still lower. But in the 
end they will do better, and then the country will start off again on the high 
road to prosperity, as the markets are all in healthy and normal condition, 
barring those named as manipulated, while stocks are not large, but demand 
is as yet small. This will soon increase, for we have the real wealth in our 
crops to buy with, no matter whether held till Europe wants them or con- 
verted into cash. If held, the country can bank on wheat, corn, cotton, 
provisions and other crops, and when sold reinvest it in something else. 
When that comes, prices of everything will improve, and our manufacturing 
interests will then enter upon their new period of prosperity. In the mean- 
time the industrial world is the dark spot on the business sky. Curtailed 
production is still the rule in all industries, and labor is still poorly paid or 
unemployed. This may last through the coming winter, in which case there 
will be much hardship and suffering on the part of labor, while manufacturing 
capital may still further shrink. But it looks as though we had also seen 
the worst of this industrial depression, and that before another month is 
gone there may be a substantial and visible improvement in some branches 
of manufacture if not all. 

Woolen goods are meeting with good demand for fall and winter trade. 
Iron manufacturers are looking better in demand, while steel rails have 
actually advanced $1.50 per ton in the last week of the month on reduced 
stocks and better demand. 

Cotton manufacturers are still idle, and the market for goods weak, and 
the coal trade is depressed, though better than a month ago, as fall trade is 
approaching. But iron is the great commercial barometer, if not king, of 
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this country, and when that interest begins to improve it will not be long 
before others will follow. Indeed, while not yet developed, it does look as 
if we had seen the worst of this liquidation, and as if we will soon begin 
to build up again what has been torn down in the past two years. This is 
only a question of time, and the conditions named favor this year as that 
time. 

The only interest that has not liquidated is real estate, which is pro- 
verbially the last in panics. Yet it is equally true that when that comes, it 
is because people can employ their money better in other business, and hence 
they take it out of real estate. We shall see this soon. On the whole, 
therefore, notwithstanding the disappointing September, the outlook is im- 
proved, and improving every day. October and November ought to be good 
months. 

Of the manipulated markets, corn has been the worst, and on the last 
day of the month the September option was bid up to $1.00 in Chicago 
by the conscienceless gamblers who are running the deal, and threaten to 
carry it into October and possibly into November. The Directors of the Chicago 
Board of Trade stamped the corner as one of the worst gambles on record 
by fixing the marginal price at 55c., which was its true commercial value. 
Yet under the rules of that board these manipulators were permitted to 
force the shorts to pay $1.00, or actually 100 per cent. more than some 
had sold it at. A man from Oshkosh and the officers of some of the chief 
corn railroads coming into Chicago, are credited with this corner, aided, some 
allege, by a large commission house. These reports have been publicly made 
and remain undenied. No common carrier can thus be permitted to violate 
its charter in the interest of gamblers, without imperilling all our commercial 
interests and injuring stockholders. If this charge is true, therefore, neither the 
Chicago Board of Trade nor the stockholders of that road can afford to let 
this matter pass without bringing the guilty officials to justice, or exonor- 
ating them from the charge by an impartial investigation. As a result on 
the corn market, this deal has already killed the trade in that staple for 
all purposes. Should it be carried into October and November it would 
entail a loss of millions upon the country. There is also a Short Rib 
Deal threatened, and talk of a corner in lard in the Chicago market. 

The reports of the New York Clearing-houses returns compare as follows: 


1884. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Sept. 6. . $ 289,347,300 . $75,706,000 . $ 29,963,800 . $ 304,563,600 . $14,275,100 . $29,528,900 
“13... 290,874,100 . 74,100,100 . 30,094,100 . 303,599,300 + 14,185;300 * 28,294,375 
*€ 20... 291,257,400 - 74 534,800 - 30,043,500 . 305,734,400 . 14,135,500 ° 28,144,700 
€ 27.4 291,126,700 . 73,826,500 » 30,395,800 . 305,146,300 . 14,137,400 . 27,935,725 

The Boston bank statement is as follows: 

1884. Loans. Specie. Legal Tenders. Deposits. Circulation, 
Aug. 30.....++ $137,928,800 ..++ $6,974,400 «++. $4,247,500 .... $85,550,800 .... $ 23,004,100 
Sept. 6...00.. 138)715,400 «+++ 7,150,900 ..., 4,595,900 .++- 86,123,000 .... 23,217,700 

Bevceoes 139,473,900 -+++ 7y005,300 «+++ 4,680,100 .... 87,644,000 .... 23,481,400 

$6 20. eee00+  139)795)400 ...- 7y201,200 .... 4,738,400 +++ 88,573,300 ..+- 23,505,900 

The Clearing-house exhibit of the Philadelphia banks is as annexed : 

1884. Loans. Reserves. Deposits, Circulation, 
Sept. 6....06 «+ $72,904,320 weoe $21,368,812 eee $67,652,176 coos =«>=s $ 8, 111,615 

*€ — TBeccecees 72,923,373 soos 21,848,821 sees 67,915,898 cece 8,058,439 

Be cccces © 735354,035 seee 21,138,280 sees 67,582,191 oeee 8,079,509 


© BF.cccccce 732453,986 wees 20,953,783 weve 67,543,138 sees 725759739 
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Our usual quotations for stocks and bonds will be found elsewhere. The 
rates for money have been as follows: 


QUOTATIONS : Sept. 1. Sept. 8. Sept. ts. Sept. 22. Sept. 20. 
Dlecewnts..00 0 00cces... 54@6 .. §%@6 .. 5%@6 .. 5%@6 .. 5%@6 
Call Loans.........+..- 2 @1% .. 3 @2 .. 2 @% . 1%@1% .. 1%@2 
Treasury balances, coin. $ 127,453,079 ..$129,047,594 -+-$130,094,736 ..$131,649,781 ..$ 132,126,390 

Do. do. cur. $12,643,333 -- $11,414,513 .. $10,117,001 .. $10,426,911 .. $9,307,866 


Single named paper is refused, unless known to be given for Merchandise. 


Sterling exchange has ranged during September at from 4.84@4.85\ for 
bankers’ sight, and 4.82@4.83% for 60 days. Paris—Francs, 5193@518%/ 
for sight, and 5217%,@521% for 60 days. The closing rates of the month 
were as follows: Bankers’ sterling, 60 days, 4.82@4.82% ; bankers’ sterling, 
sight, 4.84@4.84%. Cable transfers, 4.844%@4.85. Paris—Bankers’, 60 days, 
522%4@521%; sight, 520@5193%, Antwerp—Commercial, 60 days, 524%@ 
52334. Reichmarks—(4), bankers’ 60 days, 943%@094%; sight, 95@95%; 
Guilders—bankers’, 60 days, 40@40% ; sight, 404% @40% ° 


DEATHS. 


ALLEN.—On August 24, aged seventy-six years, ALBERT G. ALLEN, for- 
merly Cashier of the Second National Bank of New York and the City 
Bank, Brooklyn, N. Y. 

BARTON.—On September 1, aged eighty years, WILLIAM BARTON, Vice- 
President of the Merchants’ National Bank, New York City. 

CoLMAN,—On August 17, aged seventy-five years, TRUMAN R. COLMAN, 
President of the Lake Shore National Bank, Dunkirk, N. Y. 

EmoTT.—On September 11, aged sixty-three years, JAMES EMoTT, Presi- 
dent of the Merchants’ National Bank, Poughkeepsie, N. Y. 

GARRETT.—On September 26, aged sixty-five years, JOHN W. GARRETT, of 
the firm Robert Garrett & Sons, Baltimore, Md. 

RuNyON.—On September 8, aged seventy-five years, MAHLON RUNYON, 
President of the National Bank of New Jersey, New Brunswick, N. J. 

SAMPSON.—On September 14, aged sixty-four years, J. Q. SAMPSON, 
Cashier of the National Village Bank, Bowdoinham, Me. 

SEALY.—On August 29, aged sixty-two years, JOHN SEALY, of the firm 
of Ball, Hutchins & Co., Galveston, Tex. 

TruitT.—On September 17, aged sixty-five years, HENRY TRUITT, ot the 
firm of Truitt, Matthews & Co. Chillicothe, IIl. 

WELLS.—On August 31, aged seventy-five years, THOMAS P. WELLS, 
Cashier of the National Landholders’ Bank, Kingston, R. I. 








